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EDITORIAL 


The  Grass  is  Still  Green 

A  STRANGE  characteristic  of  the  average  human  is 
his  almost  constant  feeling  that  the  opportunities 
of  the  other  fellow  are  broader  than  his  own.  Years 
ago  a  homely  commentator  coined  a  phrase  for  it — 
"The  grass  is  always  greener  on  the  other  side  of  the 
fence,"  said  he. 

In  many  an  economic  pasture  today,  property  managers 
have  stopped  their  fruitful  grazing  and  are  staring  with 
bovine  mien  over  the  fences  to  "greener  grass"  In  the 
fields  of  sales,  building,  and  development.  Some  of  the 
more  fickle  have  already  leaped  to  the  other  side. 

Strangely  enough,  the  grass  of  opportunity  In  the  field 
of  property  management  is  presently  as  green  as  ever. 
Specific  enlargement  of  the  field  is  contemplated  In  many 
an  important  housing  measure  receiving  serious  considera¬ 
tion  at  the  moment.  The  real  rewards  will  go  to  those  who 
waste  no  time  In  staring  aimlessly  over  the  fences. 
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The  High  Cost  of 

By  W.  G, 

CHEAP  management  costs  owners  of 
income-producing  real  estate  prop¬ 
erties  millions  of  dollars  annually! 
A  surprising  statement  to  make  but,  nev¬ 
ertheless,  very  true.  Cheap  management 
should  be  more  correctly  termed  “low  fee 
management,”  which  is  expensive  man¬ 
agement  because  of  the  tremendous  losses 
incurred.  The  cheapest  management,  or  I 
might  say,  the  most  inexpensive  manage¬ 
ment,  is  the  “high  fee  management,”  re¬ 
sulting  in  great  savings  as  a  result  of 
efficient  and  modern  management.  How¬ 
ever,  for  the  purposes  of  clarity,  I  shall 
refer  to  low  fee  management  as  “cheap 
management”  and  high  fee  management 
as  “efficient  management,”  although  high 
fees  do  not  necessarily  mean  excellent 
management. 

Real  estate  is  the  safest  investment  in 
the  world;  it  is  amazing  that  the  owner 
does  not  consider  the  question  of  manage¬ 
ment  more  seriously.  No  one  would  think 
of  turning  over  to  an  individual  or  an  or¬ 
ganization  $500,000  worth  of  stocks  and 
bonds  and  pay  a  fee  of  $150  a  month,  or 
$1,800  a  year,  to  manage  and  guide  their 
destinies.  However,  individuals  and  or¬ 
ganizations  think  nothing  at  all  of  turn¬ 
ing  over  income-producing  real  estate, 
valued  at  $500,000,  to  an  agent  to  manage. 
He  seems  to  think  that  the  collection  of 
rents  is  all  that  is  to  be  considered,  when, 
in  fact,  it  is  the  least.  So  he  employs  a 
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property  management  organization  to 
handle  his  property,  not  investigating 
what  its  record  has  been,  whether  its  em¬ 
ployees  have  a  thorough  knowledge  of  his 
individual  problem,  or  whether  the  firm 
specializes  in  the  management  of  his  par¬ 
ticular  type  of  property.  He  looks  only  to 
the  fee  they  charge;  the  smaller  the  fee, 
the  better  bargain  he  believes  he  is 
getting. 

Good  Management  a  Business,  Not  a 
Side  Line 

I  am  sorry  to  say  that  management 
concerns  have  sprung  up  with  little  or  no 
experience  in  the  managing  of  property. 
Many  real  estate  firms  have  created  a 
property  management  department,  oper¬ 
ated  as  a  side  line  to  the  general  real  es¬ 
tate  business,  producing,  as  a  rule,  suf¬ 
ficient  income  to  cover  the  operating 
expenses  of  the  entire  organization.  The 
mere  statement  that  one  is  a  property 
manager  does  not  qualify  one  to  manage 
property.  A  property  manager  must 
know  more  about  renting,  more  about 
keeping  tenants,  and  more  about  earning 
an  income  than  the  owner  does,  or  his 
services  are  a  liability  instead  of  an  asset. 
The  so-called  property  manager  goes 
through  the  routine  of  leasing  the  prop¬ 
erty,  collecting  the  rents,  doing  the  neces¬ 
sary  decorating  and  repairing,  and,  if  at 
the  end  of  the  month  he  can  show  a  state- 
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ment  that  the  rents  are  ninety  to  one  hun¬ 
dred  per  cent  collected  and  that  the  build¬ 
ing  is  ninety  to  one  hundred  per  cent 
occupied,  he  feels  that  he  has  done  an  ex¬ 
cellent  job.  The  question  might  be  asked 
here:  Why  is  ninety  to  one  hundred  per 
cent  collection  of  the  rents,  ninety  to  one 
hundred  per  cent  occupancy,  and  holding 
down  the  cost  of  maintenance  not  good 
management? — and  it  is  in  the  eyes  of  the 
uninitiated. 

Many  real  estate  organizations,  who 
consider  property  management  as  a  neces¬ 
sary  evil,  place  a  man  in  charge  who  has 
had  little  or  no  experience  in  the  handling 
of  properties.  He  is  an  individual  who 
knows  only  what  he  has  learned  in  a  gen¬ 
eral  way;  perhaps  he  has  hopes  of  soon 
graduating  from  the  property  manage¬ 
ment  department  into  the  selling  end  of 
the  business  where  large  commissions  are 
paid.  In  other  words,  property  manage¬ 
ment  is  regarded  as  the  first  rung  in  the 
ladder,  and,  therefore,  only  those  individ¬ 
uals  who  desire  to  enter  the  real  estate 
business,  or  those  lacking  ability  to  sell, 
are  employed  by  the  organizations  charg¬ 
ing  the  low  management  fee. 

The  largest  percentage  of  income-pro¬ 
ducing  real  estate  is  poorly  managed  by 
cheap  managers.  You,  property  manager 
or  owner,  are  likely  to  take  issue  with  that 
statement.  However,  just  check  these 
items  of  operation  and  ask  yourself  if  you 
operate  or  your  agent  operates  your  prop¬ 
erties  by  the  following  standards: 

1.  Make  a  rental  survey  of  every  unit  within 
the  radius  of  a  mile. 

2.  Take  pictures  of  the  interior  and  the  ex¬ 
terior  of  the  building  and,  if  there  are  no  blue 
prints  available,  have  floor  plans  made  of  the 
entire  building. 

3.  Personally  meet  every  tenant. 

4.  Personally  inspect  each  rental  unit. 

5.  Personally  inspect  the  entire  building  for 
physical  condition  appraisal. 

6.  Determine  fair  return  on  investment 


after  depreciation.  (Your  building  should  re¬ 
turn  at  least  six  per  cent  on  the  fair  market 
value  of  the  land  and  at  least  ten  per  cent  on 
the  building.) 

7.  Make  a  breakdown  survey  of  expenses, 
prepayments  on  mortgage,  interest,  and  taxes. 

8.  Check  building  carefully  to  cut  down  op¬ 
erating  expenses  and  unnecessarily  high  insur¬ 
ance  premiums  and  see  that  necessary  improve¬ 
ments  are  made  for  proper  upkeep  of  the 
building. 

9.  Investigate  every  tenant’s  reference  very 
carefully,  preferably  by  written  credit  report. 

10.  Keep  tenant’s  reference  on  record  on 
rent  collection  card. 

11.  Keep  rent  delinquency  card  of  each 
rental  unit  and  check  periodically  with  collect¬ 
ing  attorney  on  all  out  of  possession  cases. 

12.  Politely  educate  tenants  that  the  rent  is 
to  be  paid  on  the  first  of  each  and  every  month. 

13.  Inspect  entire  building  periodically. 

14.  Inspect  each  rental  unit  before  any  im¬ 
provements  are  made. 

15.  Inspect  each  rental  unit  during  the  time 
improvements  are  made  and  afterward,  and  be¬ 
fore  contractor  is  paid  for  his  work. 

16.  Secure  at  least  three  reliable  estimates 
from  creditable  organizations  before  any  work 
is  let. 

17.  Give  every  request  of  the  tenant  imme¬ 
diate  and  courteous  action  and  follow  with  a 
polite  but  definite  answer. 

18.  Purchase  coal  scientifically  and  wisely 
and  make  tests  as  to  contents  regularly. 

19.  See  that  the  employment,  supervision, 
and  payment  of  the  janitor  and  other  em¬ 
ployees  is  intelligently  done. 

20.  Employ,  besides  the  bookkeeper  of  the 
management  division,  outside,  reputable  real 
estate  accountants,  who,  besides  checking  the  i 
books  every  month,  sends  out  notices  at  inter-  j 
vals,  unknown  to  the  bookkeeping  department, 
to  all  tenants  stating  the  condition  of  their 
accounts,  and,  upon  any  irregularity  or  differ¬ 
ence,  immediately  checks  and  corrects  the  same. 

21.  Provide  owner  with  monthly  statement 
and  paid  vouchers  and  also  a  report  of  the  con¬ 
dition  of  the  property. 

22.  Keep  all  rents  received  in  a  separate 
bank  account  and  not  with  the  firm  account. 

It  is  advisable  to  go  further  than  this — have  a 
separate  account  for  each  building  and  each 
account  cleared  every  month  by  the  auditor 
employed  by  the  organization. 

23.  Employ  competent  legal  and  tax  coun¬ 
sels  to  handle  all  legal  and  tax  problems  of  the 
property. 

24.  Hold  and  maintain  active  membership  in 
the  local  real  estate  board,  which  in  turn 
should  be  a  member  of  the  National  Association 
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of  Real  Estate  Boards;  also  be  a  member  of 
other  civic  organizations. 

25.  Cooperate  in  the  leasing  of  the  units 
of  the  building  with  all  realtors  on  either  the 
full  Real  Estate  Board  rate  of  commission  or 
at  least  one-half  of  the  Real  Estate  Board  rate 
of  commission,  tending  to  keep  the  building  full 
and  at  higher  rentals. 

26.  Last  but  not  least  and  by  no  means  or 
in  any  way  accept  any  money,  commission,  re¬ 
bate,  discount,  or  benefit  in  any  way  other  than 
the  stated  management  fee  in  connection  with 
the  management  of  the  property. 

Now,  therefore,  you  can  readily  see  that 
it  is  absolutely  impossible  for  any  man¬ 
agement  organization  to  give  all  of  these 
services  at  a  low  fee — upon  a  cheap  man¬ 
agement  basis — because,  when  it  attempts 
to  manage  properties  upon  a  low  fee 
basis — manage  the  property  in  a  routine 
fashion,  rent  the  units,  and  collect  the 
rents — it  becomes  expensive  management. 

Comparison  of  Managements 

To  illustrate  more  fully,  the  following 
statement  is  an  excellent  example  of  the 
two  types  of  management.  On  January  1, 
1936,  our  organization  was  asked  to  take 
over  the  management  of  a  property  con¬ 
sisting  of  six  stores,  four  offices,  one 
three-room  apartment,  and  five  five-room 
apartments.  The  personnel  of  the  manag¬ 
ing  agents  who  had  managed  the  property 
up  to  January  1,  1936,  consisted  of  men 
of  excellent  character  and  high  standing 
in  the  community ;  however,  they  were  not 
management  experts,  nor  had  they  the  fa¬ 
cilities  for  the  efficient  management  of 
property. 

STATEMENT  OF  RECEIPTS  AND 
DISBURSEMENTS 
January  1,  1935,  to  December  31,  1935 


TOTAL  RENTS  . $5,658.98 

Operating  Disbursements 

Janitor  . $  744.00 

Supplies  .  72.75 

Fuel  . 1,011.62 

Ashes  .  66.00 

Gas  and  electricity  .  216.96 


Water  .  240.06 

Decorating  and  painting  .  250.53 

Window  shades  .  16.22 

Exterminating  . 

Plumbing  and  heating  .  150.09 

Carpenter  repairs  .  42.30 

Electrical  repairs  . 12.79 

Management  .  169.75 

Advertising  .  25.82 

Auburn  stoker  .  210.00 

Special  assessments . 

Insurance  renewal  premiums  .  410.61 

Miscellaneous  .  167.05 

Tuckpointing  building . 

Refrigerators  . 


NET  OPERATING  DISBURSE¬ 
MENTS  . $3,806.55 


NET  OPERATING  INCOME . $1,852.43 


STATEMENT  OF  RECEIPTS  AND 
DISBURSEMENTS 

January  1,  1936,  to  July  31,  1936 


TOTAL  RENTS  . $4,742.50 

Operating  Disbursements 

Janitor  . $  434.00 

Supplies  .  86.00 

Fuel  . .  344.30 

Ashes  .  35.00 

Gas  and  electricity  .  122.06 

Water  .  92.49 

Decorating  and  painting .  354.82 

Window  shades .  18.71 

Exterminating  .  28.60 

Plumbing  and  heating  .  24.10 

Carpenter  repairs .  31.00 

Electrical  repairs  .  16.60 

Management  .  236.99 

Advertising  .  11.90 

Auburn  stoker . 

Special  assessments  . 

Insurance  renewal  premiums .  65.77 

Miscellaneous  .  116.96 

Tuckpointing  building  .  130.50 

Refrigerators  .  420.00 


NET  OPERATING  DISBURSE¬ 
MENTS  . $2,569.80 


NET  OPERATING  INCOME . $2,172.70 


You  will  note  in  the  period  from  Janu¬ 
ary  1,  1936,  to  July  1,  1936,  that  there 
were  two  items  of  expense  that  were  defi- 
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nite  improvements  in  the  building.  You 
will  note  a  $420  item  for  refrigerators. 
This  building  previously  had  plain  ice 
boxes,  and  the  installation  of  electric  re¬ 
frigerators  greatly  increased  the  rental 
value  of  the  apartment  units.  Tuckpoint¬ 
ing  the  building,  in  the  amount  of  $130.50, 
was  a  necessary  item,  not  only  for  main¬ 
tenance  but  also  for  appearance.  To  help 
offset  these  expenditures,  we  collected,  in 
addition  to  the  collections  shown  above, 
$417.74  in  back  rents. 

This  practically  doubling  of  the  income 
in  seven  months’  time  was  only  possible  as 
the  result  of  carrying  out  the  principles  of 
excellent  management.  The  so-called  low- 
fee,  high-cost,  cheap  management  could 
not  possibly  have  done  this  job. 

To  expatiate  further  on  the  duties  and 
qualifications  of  property  managers,  it  is 
very  important,  first  of  all,  that  the  per¬ 
sonnel  has  the  ability  to  properly  assimi¬ 
late  all  angles  of  the  property  manage¬ 
ment  work  and  to  execute  the  work.  Get¬ 
ting  back  to  the  building  I  am  using  as  an 
illustration,  you  can  readily  see  that  dur¬ 
ing  the  year  1936  the  property  realized  a 
much  greater  income.  This  was  due  to  the 
fact  that  it  was  taken  out  of  the  hands  of 
the  inexperienced  managing  firm  and 
placed  with  an  organization  of  experts  in 
the  line  of  property  management,  who  im¬ 
mediately  made  a  detailed  survey  of  all  in¬ 
come-producing  properties  within  the 
radius  of  a  mile.  As  a  result,  it  was  found 
that  the  building  was  being  rented  at  too 
low  rentals.  Knowing  how  much  of  an  in¬ 
vestment  the  building  represented  and  by 
completing  a  breakdown  chart  showing  in¬ 
come  and  expected  operating  expense,  it 
was  determined  what  income  had  to  be 
secured  in  order  to  put  the  property  back 
upon  an  income-producing  basis.  A  goal 
was  set  and  achieved  by  good  management 
and  foresight.  In  seven  months’  time,  the 


gross  income  was  practically  doubled  and 
the  operating  expenses  decreased. 

How  Good  Management  Increases  Net 
Income 

Now,  I  shall  explain  just  how  the  man¬ 
aging  agent  was  able  to  secure  the  in¬ 
crease  in  income,  but  first  let  me  say  that 
property  management  is  a  science,  so  great 
are  its  responsibilities  and  so  intricate  its 
details.  It  consists  of  a  great  deal  more 
than  the  mere  collection  of  rents — it  in¬ 
cludes  leasing,  investigation  of  applicants 
for  leases,  inspection  and  supervision  of 
the  building,  purchase  of  coal  and  other 
supplies,  contracting  for  repairs  and  dec¬ 
orating,  employment  and  supervision  of 
the  janitor  and  other  employees,  rendering 
of  monthly  statements  to  the  owner  of  in¬ 
come  received  and  disbursements  made 
with  vouchers  for  such  disbursements;  all 
of  these  require  the  greatest  skill  and 
ability  of  competent  experts.  The  efficient, 
economic,  and  successful  management  of 
properties  is  definitely  a  profession  in  this 
day  of  keen  competition,  new  ideas  and 
problems,  and  ever-changing  conditions ;  it 
requires  much  preparation  and  training, 
as  well  as  constant  study  of  national,  in 
addition  to  local,  conditions  involving 
income-producing  properties.  A  good  man¬ 
ager  keeps  in  touch  with  renting  condi¬ 
tions  in  all  parts  of  the  city  and  knows  the 
ups  and  downs  of  the  renting  business,  the 
art  of  handling  tenants,  and  what  repairs 
to  make. 

Moreover,  a  property  which  represents 
a  large  amount  of  invested  capital  re¬ 
quires  men  who  have  acquired  a  reputa¬ 
tion  for  sane  and  sensible  judgment  and  a 
character  worthy  of  trust  and  confidence. 
In  the  management  of  property,  it  is  the 
question  of  saving  pennies  as  well  as  dol¬ 
lars,  as  the  true  value  of  any  building  is 
determined  by  capitalizing  the  net  income ; 
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and  the  one  best  qualified  to  analyze  a 
building  and  determine  its  possible  net  in¬ 
come  is  the  building  manager  who  has  had 
broad  education  and  experience.  It  may 
be  safely  said  that  the  value  of  improved 
property  depends  largely  upon  the  main¬ 
tenance  costs.  The  cost  of  maintenance 
deducted  from  the  gross  income  deter¬ 
mines  the  net  revenue  of  a  property,  upon 
which  depends  the  sale  value  and  loan 
value.  Not  only  is  the  value  of  a  building 
affected  by  the  maintenance  but  also  the 
amount  of  rent  to  be  charged.  If  the  main¬ 
tenance  cost  is  excesssive,  then  the  rents 
must  be  increased  in  proportion  to  over¬ 
come  the  increased  maintenance  costs. 

The  life  of  the  average  building  depends 
largely  upon  how  well  it  is  built,  but  a 
good  manager  can  make  it  be  a  big  money 
producer  for  many  years — provided,  of 
course,  that  the  location  does  not  change 
too  much  and  business  does  not  encroach 
too  fast — by  keeping  the  building  on  a 
higher  standard  than  the  building  that  is 
poorly  managed.  Sooner  or  later,  the 
building  operated  by  an  experienced,  well- 
trained  manager  will  be  taking  tenants 
from  the  unmanaged  or  poorly  managed 
building. 

A  good  property  manager,  first  of  all,  is 
conscientious  in  the  discharge  of  his  du¬ 
ties  and  at  no  time  allows  his  personal  in¬ 
terest  or  advantage  to  conflict  with  his 
duty  to  the  owner.  In  so  doing,  he  main¬ 
tains  a  separate  bank  account  in  the  col¬ 
lection  of  rents  for  each  building  he  man¬ 
ages,  keeping  the  money  apart  from  his 
own  or  other  clients’  funds.  He  is  defi¬ 
nitely  a  trustee  of  those  funds  and  has  no 
right  to  intermingle  them  with  other 
monies. 

A  good  property  manager  is  alert  to  see 
that  neither  he  nor  any  of  his  employees 
makes  promises  about  which  there  can  be 


any  doubt  of  fulfillment,  as  the  manager  is 
acting  in  behalf  of  the  owner,  and  every 
act  done  by  him  binds  the  owner. 

Maintaining  Character  of  Building 

The  character  of  any  building  is  re¬ 
tained  by  rendering  better  than  ordinary 
service.  If  the  tenant  feels  that  his  com¬ 
fort,  interest,  and  demands  are  being 
looked  after  at  all  times,  he  will  be  reluc¬ 
tant  to  move  into  another  building.  A  good 
manager  recognizes  the  reasonable  de¬ 
mands  of  tenants  and  carries  out  his 
promises  to  them ;  this  good  service  is  ap¬ 
preciated  by  the  tenant  and,  I  am  con¬ 
fident,  always  pays.  Likewise,  the  efficient 
manager  treats  each  tenant  alike,  grant¬ 
ing  no  special  concessions  nor  favors  to 
any,  large  or  small.  In  securing  tenants 
for  a  building,  the  well-trained  manager 
never  overreaches  a  prospective  tenant  nor 
takes  advantage  of  his  lack  of  judgment 
or  experience,  encouraging  him  to  sign 
leases  under  terms  that  are  plainly  too 
onerous  for  him.  True,  it  is  his  duty  to 
keep  the  building  occupied,  but  his  duty 
is  not  to  be  construed  as  entitling  him  to 
conclude  an  unconscionable  bargain  but  to 
keep  the  owner  from  difficulties  which 
lead  to  risks  and  costs  of  litigation.  The 
good  manager  also  must  look  to  the  fu¬ 
ture;  he  realizes  that  a  ninety  per  cent 
rented  building  at  one  hundred  per  cent 
rentals,  with  desirable  tenants,  is  far 
more  important  and  successful  than  a  one 
hundred  per  cent  rented  building. 

The  successful  manager  is  careful  at  all 
times  to  keep  up  the  appearance  of  the 
property,  no  matter  what  kind  of  prop¬ 
erty  it  is,  which  not  only  makes  it  appeal¬ 
ing  and  attractive  to  the  public  but  also 
enhances  the  value  of  the  property.  When 
a  tenant  vacates  a  property,  he  repairs 
everything  that  needs  it;  he  removes  all 
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dirt  and  refuse  from  the  premises;  if  nec¬ 
essary,  he  applies  paint  or  varnish  to  the 
walls;  and,  above  all,  he  keeps  the  win¬ 
dows  clean  and  has  only  one  “For  Rent” 
sign  and  no  advertising  of  any  kind  in  the 
windows.  Before  any  improvements  are 
made,  he  thoroughly  inspects  the  unit,  se¬ 
cures  at  least  three  estimates  from  reli¬ 
able  firms  on  each  phase  of  work  to  be 
done,  supervises  the  work,  and,  upon  com¬ 
pletion  and  before  the  contractor  is  paid 
for  his  work,  makes  his  final  inspection. 
He  maintains  the  neat  appearance  of  the 
building  by  the  above  inexpensive  im¬ 
provements,  not  only  to  improve  the  char¬ 
acter  of  the  building  but  to  attract  pros¬ 
pective  tenants,  who  always  commend  or 
condemn  what  they  can  see. 

Thus,  you  see  the  duties  and  require¬ 
ments  of  a  good  property  manager.  You 
will  agree,  it  is  hard  to  believe  that  a  very 
small  percentage  of  properties  are  being 
managed  by  people  who  fulfill  these  duties 
and  requirements.  You  can  easily  realize 
that  it  is  absolutely  impossible  for  any 
management  organization  to  give  all  the 
above  services  at  a  low  fee ;  therefore,  you 
must  comprehend  the  high  cost  of  cheap 
management — so,  why  allow  property  to 
be  subjected  to  financial  loss  when  there 
is  a  simple,  practical,  and  permanent  way 
to  make  it  pay? 

Good  Management  Increases  Value 

As  explained  in  the  preceding  para¬ 
graphs,  it  is  impossible  to  have  a  good  eco¬ 
nomic  setup  on  income-producing  proper¬ 
ties  which  are  managed  by  low-fee,  high- 
cost,  cheap  management.  A  good  economic 
situation  can  be  secured  only  upon  prop¬ 
erty  managed  by  good  management.  Dur¬ 
ing  the  life  of  a  building,  appraisals  for 
different  purposes  are  needed.  Apprais¬ 
ing  is  no  longer  mere  guesswork  that  can 
be  done  by  anyone  who  calls  himself  a 


Realtor.  In  order  to  appraise  a  property, 
one  has  to  study  it  just  as  one  has  to  study 
property  management.  Property  must  be 
appraised  from  the  following  angles: 
sales,  mortgages,  physical,  insurance,  in¬ 
vestment,  income,  and  income  tax. 

Adequate  maintenance  has  an  important 
relation  to  value,  for  physical  value  in  turn 
affects  mortgage  and  insurance  value. 
Property  inadequately  maintained  has  to 
have  deductions  made  from  the  physical 
value,  thus  cutting  down  the  mortgage  and 
insurance  value.  Property  inadequately 
rented  with  commensurate  receipts  and 
with  costs  of  operation  inadequately  su¬ 
pervised  affects  the  gross  and  net  income 
and  therefore  affects  the  investment  with 
its  income  and  income  tax  values.  Proper 
management  maintains  physical  value, 
thus  mortgage  and  insurance  value  and 
economic  or  investment  value,  with  its  ef¬ 
fect  on  net  income. 

For  an  illustration  of  the  value  of  good 
management  from  the  above  angles,  we 
were  given  the  management  of  another 
building  consisting  of  seven  stores  and 
garage.  The  seven  stores  rented  as  fol¬ 
lows:  $50;  $55;  $60;  $60;  $65;  $75;  and 
$80;  or  a  total  of  $445  per  month.  The 
management  of  the  portion  of  the  build¬ 
ing  used  for  garage  purposes  was  in  the 
hands  of  the  owner  because  of  a  long  term 
lease.  After  the  present  management  took 
this  building,  leases  were  negotiated  for 
these  same  seven  stores  at  the  following 
rentals:  one  at  $90;  two  at  $100;  and  fouif 
at  $110;  or  a  total  of  $730  per  month,  with| 
only  a  loss  of  two  weeks’  rent  on  one  store 
in  making  the  change.  There  was  no  in-  i 
crease  in  cost  and  operation  maintenance J 
This  additional  income  of  $3,420,  capital-  ( 
ized  upon  a  six  per  cent  basis,  addecA 
$57,000  to  the  investment  value  of  thel 
property.  It  increased  the  mortgage  value  I 
at  least  $35,000.  The  insurance  value  was  I] 
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not  altered  inasmuch  as  it  was  based  upon 
the  physical  value  rather  than  the  invest¬ 
ment.  The  maintenance  has  been  so  im¬ 
proved  that  at  any  time  an  appraisal  is 
made  now,  no  deductions  are  necessary 
for  rehabilitation,  decorating,  or  repairs. 
Thus,  it  may  be  seen  that  adequate  man¬ 
agement  increased  the  investment  value 
$57,000,  mortgage  value  $35,000,  and  net 
income  $3,420  per  year,  without  any  in¬ 
crease  in  operating  or  maintenance  costs. 
All  new  rentals  as  quoted  do  not  take  into 
consideration  additional  rental  due  to  the 
percentage  clause  in  each  lease,  which 
clauses  are  excellent  protection  against 
inflation.  All  computations  are  based  upon 
minimum,  guaranteed  rental  only.  Prior 
to  the  assumption  of  management  by  us, 
the  owner  did  not  regard  this  property  as 
a  good  investment  and  would  have  sold  it 
had  it  not  been  that  the  price  which  could 
have  been  realized  was  too  far  from  the 
amount  of  money  invested  in  the  property. 
The  changes  made  justifled  the  owner  in 
holding  the  property  as  an  investment.  In 
other  words,  it  changed  the  property  held 
from  force,  because  it  could  not  be  real¬ 
ized  upon,  to  one  held  by  choice,  because 
of  its  income  value. 

Owner’s  Viewpoint 

Therefore,  you  can  understand  that 
properly  managed  income-producing  prop¬ 
erties  are  a  big  asset  to  the  owner  and 
not  a  headache.  Much  of  the  grief  of  own¬ 
ership  of  property  comes  from  poor  man¬ 
agement.  The  result  is  the  losing  of  the 
property;  it  is  an  endless  and  vicious  cir¬ 
cle.  The  tenants  will  pay  much  more  than 
the  extra  cost  of  first-class  maintenance 
over  the  lesser  cost  of  the  low-fee  man¬ 
agement.  It  has  long  been  an  ideal  of 
mine  and,  I  believe,  of  many  other  man¬ 
agement  men  in  this  country  that  income- 
producing  properties  should  be  managed 


for  owners  so  that  no  more  trouble,  and 
even  less  concern,  is  caused  the  owners 
than  if  they  had  invested  in  stocks  and 
bonds.  In  other  words,  many  investors 
who  purchase  stocks  and  bonds  have  re¬ 
frained  from  buying  income-producing 
property  because  of  the  multitude  of 
troubles  that  they  would  step  into  the 
minute  they  made  such  a  purchase.  A 
good  management  organization,  as  I  have 
previously  mentioned,  would  handle  the 
building  completely  and  give  to  the  owner 
his  net  income  every  month.  There  are 
many  owners  receiving  anywhere  from 
eight  to  nineteen  per  cent  return  today  on 
their  property.  These  owners,  however, 
have  their  property  properly  managed. 
Too  few  real  estate  managers  take  the 
viewpoint  of  the  owner  as  completely  as 
they  should.  This  has  caused  institutions 
and  individuals  to  hire  organizations  or 
other  individuals  to  act  as  owners  and 
supervise  the  management  of  their  prop¬ 
erty. 

How  Can  Proper  Management  Be 
Secured? 

Much  of  this  problem  is  up  to  the  owner. 
The  owners  themselves  are  responsible  for 
high-cost,  cheap  management.  They  desire 
to  secure  the  management  of  their  prop¬ 
erty  at  as  low  a  rate  as  possible.  The  ma¬ 
jority  of  them  are  not  willing  to  pay  for 
good  management.  Not  only  that,  but 
they  do  not  place  property  management 
upon  a  business  basis.  By  a  “business  ba¬ 
sis,”  I  mean  purely  competitive  standards, 
giving  a  complete  setup  of  action  and  a 
goal  to  obtain  on  the  management  of  a 
particular  building.  Only  upon  this  basis 
can  the  owners  secure  the  best  results  from 
a  particular  building.  Instead  many  own¬ 
ers  and  controllers  of  property  give  the 
management  of  their  buildings  to  people 
who  do  business  with  them  or  might  be 
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induced  to  do  business  with  them ;  or  they 
give  the  management  of  buildings  to  many 
different  management  organizations  in 
the  community  in  order  to  create  and 
maintain  goodwill  from  all  management 
organizations  in  that  community.  It  is  dis¬ 
couraging  for  an  agent  to  give  excellent 
management,  thereby  always  showing  un¬ 
believably  good  results,  then  approach  the 
owners  for  other  buildings  to  manage  for 
them  and  to  be  told — no,  you  cannot  have 
my  building  to  manage  because  of  good¬ 
will  in  the  community  or  because  of  so- 
called  necessary  reciprocal  relation  with 
other  organizations.  They  willingly  realize 
that  you  have  done  a  most  remarkable  job 
for  them,  but  they  have  many  other  situa¬ 
tions  with  which  to  contend,  which  means 
that  it  is  impossible  for  them  to  give  you 
the  management  of  additional  property. 

As  long  as  property  management  stands 
upon  a  reciprocal  basis,  owners  will  not 
secure  the  type  of  management  to  which 
they  are  entitled  and  should  receive. 

The  agents,  too,  are  responsible  for 
poor  management.  They  cut  fees;  they 
handle  property  management  as  a  side 
line — a  necessary  evil — for  it  brings 
steady  income  every  month;  they  have  a 
poor,  low-salaried  personnel.  The  owners 
and  agents  alike  get  exactly  for  what  they 
pay.  However,  as  I  have  said  before,  high 
fees  do  not  necessarily  mean  good  man¬ 
agement,  but  it  makes  for  good  manage¬ 
ment;  it  is  impossible  for  anyone  to  prop¬ 
erly  manage  property  upon  a  low-fee  basis. 

Every  year  sees  the  improvement  of  the 
property  management  business;  especial¬ 
ly  is  this  true  since  the  depression.  This 
is  due  to  the  following  factors  of  influence 
and  help:  to  the  National  Association  of 
Real  Estate  Boards,  State  Real  Estate 
Associations,  and  Local  Real  Estate 


Boards;  to  life  insurance  companies;  to 
banks ;  to  statisticians ;  to  schools  and  uni¬ 
versities  ;  and  to  lecturers  and  writers.  One 
might  say  that  the  past  seven  years  have 
been  years  of  great  improvement  in  prop¬ 
erty  management  and  in  the  education  and 
betterment  of  personnel  in  property  man-  ! 
agement  organizations.  The  Institute  of  j 
Real  Estate  Management  of  the  National  ! 
Association  of  Real  Estate  Boards,  through 
this  publication — The  Journal  of  Real  1 
Estate  Management — ,  through  the  courses  3 
that  it  sponsors  in  property  management, 
and  through  conventions  of  learning,  has 
been  of  untold  aid  to  the  agents  interested 
in  property  management  today.  The  life 
insurance  companies,  with  their  thorough¬ 
ness  for  detail  and  thoroughness  for  stick¬ 
ing  to  definite  rules  and  regulations,  com¬ 
bined  with  their  intense  study  of  property 
management,  have  aided  every  property 
manager.  Many  worthwhile  and  practical 
ideas  have  been  received  from  these  great 
institutions.  The  property  management  or¬ 
ganizations  owe  them  a  deep  debt  of  grati¬ 
tude.  The  statisticians  offer  surveys  as  to 
trends  of  population,  costs,  booms,  depres¬ 
sions,  etc.  which  have  naturally  aided  the 
intelligent  property  manager.  The  banks 
have  also  aided,  especially  in  scientific 
phases  of  property  management.  Uni¬ 
versities,  lecturers,  and  writers  have  done 
their  share  in  educating  property  man¬ 
agers  by  their  excellent  work. 

With  these  aids  and  the  improvements 
suggested  in  this  article,  there  should  no 
longer  be  any  occasion  to  use  the  phrase,  ■ 
“The  high  cost  of  cheap  management,”^ 
which  phrase  is  deplorable  to  hear  in  this* 
day  and  age.  Rather,  the  property  man-B 
ager  would  prefer  to  hear  the  ideal  sloganB 
of  today,  “The  low  cost  of  excellent  man-F 
agement  is  available  to  every  investor  ir. 
real  estate.” 


*  *  * 


How  Am  I  Doing? 

By  Morris  B.  Ashton 


HOW  am  1  doing?  Apply  this  ques¬ 
tion  to  real  estate  management. 
The  agent  asks  himself,  “How  effi¬ 
cient  am  I  ?“ ;  the  owner  asks,  “What  is  my 
property  earning?”;  and  even  the  building 
can  be  imagined  as  asking,  “How  am  I 
doing?”  To  this  murmur  of  questions 
there  are  answers  of  two  general  types: 
the  flippant,  “Wouldn’t  you  like  to  know?” 
and  the  serious,  “Well,  let’s  see.”  Let  us 
take  the  latter  attitude  and  see  what  an¬ 
swers  we  can  find.  To  make  our  search  a 
bit  easier,  we  shall  consider  only  the  un¬ 
furnished  apartment  building. 

Immediately,  two  sources  of  study  ma¬ 
terial  present  themselves :  management 
records  and  management  publications. 
The  records  consist  chiefly  of  the  descrip¬ 
tion  of  the  property  and  the  reports  of 
operations.  If  we  examine  some  of  these 
records  in  an  office  selected  at  random, 
we  are  likely  to  find  that  monthly  operat¬ 
ing  statements  are  made  for  each  prop¬ 
erty.  If  we  are  fortunate,  we  may  even 
find  annual  summaries  of  these  monthly 
statements,  divided  as  to  the  source  of  the 
income  and  as  to  the  nature  of  the  expen¬ 
ditures.  This  annual  summary,  with  the 
records  upon  which  it  is  based,  is  the  first 
step  toward  finding  the  answer  to  our 
question. 

Management  Needs  a  Standard  of 
Measure 

As  to  any  particular  building,  the  rec¬ 
ord  says  what  has  been  done ;  but  how  im¬ 
plies  some  comparison.  Success  and  effi¬ 
ciency  are  only  relative  terms.  How  does 
building  A  compare  with  building  B?  Is 
either  building  doing  as  well  as  it  might 


do  under  the  direction  of  some  other 
manager  or  management  policy?  In  mak¬ 
ing  comparisons,  two  more  steps  must  be 
taken  because  no  two  buildings  are  ex¬ 
actly  alike,  though  some  may  be  similar  in 
many  respects.  We  must  devise,  first, 
some  standard  (or  unit)  by  which  we 
measure  and,  second,  some  uniform  sys¬ 
tem  by  which  we  keep  records  of  the  “per¬ 
formance”  of  buildings.  When  we  con¬ 
sider  the  adoption  of  these  two  devices  we 
wonder  what  has  been  used  as  well  as 
what  should  be  used. 

“Should”  is  another  of  those  relative 
words;  it  relates  the  answer  to  the  pur¬ 
pose.  What  “should”  be  depends  upon 
what  we  “want”  to  be.  For  what  purposes 
do  we  want  to  keep  records  at  all?  Of 
course,  the  general  answer  is  that  rec¬ 
ords  are  kept  to  account  for  the  income, 
but  there  is  little  definite  agreement  as  .to 
why  any  given  set  of  accounts  is  kept.  If 
we  ask  the  property  manager  why  he  uses 
his  particular  system  of  accounts,  he  will 
probably  hesitate  in  answering  because 
these  accounting  systems  are  seldom  di¬ 
rectly  related  to  very  definite  objectives 
beyond  the  requests  of  property  owners 
whose  buildings  the  agent  manages. 

Similarly,  if  we  seek  to  find  what  units 
(standards)  of  comparison  are  used  by 
several  managers,  we  get  a  variety  of  an¬ 
swers  and  a  variety  of  reasons  for  each 
answer.  Unless  we  have  an  unusually 
great  amount  of  experience  in  manage¬ 
ment  work,  have  given  much  thought  to 
its  problems,  and  are  well  informed  in  all 
its  phases,  we  must  admit  that  we  cannot 
decide  on  the  one  best  classification  of  ac¬ 
counts  or  standard  of  comparison  until  we 
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have  at  least  first  reviewed  the  work  al¬ 
ready  done  and  being  done  by  those  who 
are  experienced  in  the  solution  of  these 
problems.  Even  with  abundant  experi^ 
ence  and  thought  on  the  subject,  this  task 
is  still  very  difficult. 

Finding  Standards  to  Measure 
Management 

In  the  hope  of  finding  some  general 
agreement  among  managers  on  the  use  of 
classifications  and  standards,  we  consult 
publications  and  libraries.  Even  the  best 
stocked  libraries  have  surprisingly  little 
on  the  management  of  apartment  build¬ 
ings.  At  the  most  there  are  only  five  or 
six  books  on  management,  contrasted  with 
hosts  of  books  on  appraisals,  sales,  insur¬ 
ance,  and  other  real  estate  activities.  Real 
estate  managers  seem  to  have  little  time, 
or  ambition,  or  other  requisites  to  publish 
any  lengthy  literary  efforts  on  their  work 
and  problems.  There  are  two  or  three  pe¬ 
riodicals  dealing  with  real  estate  manage¬ 
ment  which  devote  some  considerable 
space  to  apartment  buildings.  One  of 
these  is  the  Apartment  Home  Experience 
Exchange  Report  of  the  Apartment  House 
Section  of  the  National  Association  of 
Building  Owners  and  Managers. 

A  number  of  members  of  this  Section 
started  a  national  exchange  of  experience 
as  far  back  as  1922.  This  annual  report 
seems  to  be  the  only  one  to  evidence  any 
consistent  national  effort  to  collect  expe¬ 
rience  on  apartment  building  operations 
according  to  an  agreed  system  of  accounts 
and  units  of  comparison.  Crude  as  the 
accounts  may  now  seem  to  some  present- 
day  managers,  this  collection,  analysis, 
and  publication  of  information,  carried 
on  year  after  year,  arouses  admiration  for 
those  whose  interest  and  work  have  made 
this  information  available.  Space  is  here 
too  short  to  quote  all  items  contained  in 


the  Experience  Exchange  Report  but  of 
special  interest  to  us  at  present  is  that 
each  building  was  reported,  first,  accord¬ 
ing  to  its  general  description  (age,  type, 
size,  contents,  and  features),  second,  ac¬ 
cording  to  income  and  expense  on  a  uni¬ 
form  classification,  and,  third,  according 
to  certain  units  of  comparison.  The  classi¬ 
fication  was  as  follows: 

INCOME: 

Apartments 

Stores 

Miscellaneous 
Total  Income 

EXPENDITURES: 

Administration 

Fuel 

Wages 

Supplies 

Electricity 

Water 

Miscellaneous 
Total  Operating 

Paint  and  decorating 
Plumbing  and  Steamfitting 
Electric  and  Other  Repairs 
Total  repairs 

Property  Taxes 
Other  taxes 
Insurance 

Total  Taxes  and  Insurance 
Total  Expenditures 

NET  INCOME: 

The  operations  of  each  building  (with 
brief  description),  summaries  of  building 
operations  grouped  as  to  age  and  location, 
and  a  total  summary  of  all  buildings  were 
published  annually,  as  shown  on  the  fol¬ 
lowing  page. 

These  annual  reports  also  furnished 
comparisons  between  the  current  and  the 
previous  year  on  certain  buildings,  which 
were  sufficient  in  number  each  year  to 
furnish  an  index  of  the  current  trend  in 
’•ents,  vacancies,  and  expenses.  For  in¬ 
stance,  vacancies  increased  noticeably 
after  1925,  while  rents  increased  but  very 
slightly  in  1926  and  1927  and  then  de¬ 
creased  in  1928  and  subsequently.  At  the 
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Year 

Total 
No.  of 
Bld&s. 

Avera^ 

Monthly 

Rent 

Per 

Room 

Per  Cent 
Net 
Return 
on  Tax 
Value 

] 

Per  Cent 

of  Gross  Income  ; 

Per  Square  Foot 

Per  Cent 
of 

Vacancies 

Fuel 

Repairs 

Taxes 

1 

Net 

Gross 

Fuel 

Repairs 

i 

Taxes 

Net 

No.  of 
Bld^. 

1922 

87 

18.62 

15.63 

8.03 

7.44 

11.20 

53.24 

.98 

.07 

.08 

.12 

.52 

— 

2.85 

1923 

76 

19.60 

12.81 

7.37 

8.97 

10.30 

53.08 

1.00 

.08 

.10 

.11 

.61 

-  ' 

547 

1924 

87 

21.75 

10.56 

6.00 

9.16 

11.67 

52.42 

1.12 

.09 

.10 

.11 

.60 

34 

10. 12 

1925 

87 

21.72 

8.64 

5.05 

9  05 

12.93 

51.31 

1.21 

.07 

.12 

.13 

.63 

34 

9.76 

1926 

69 

22.63 

9.74 

6.25 

9.62 

12.13 

51.94 

1.06 

.07 

.12 

.12 

.52 

35 

9.72 

1927 

63 

23.72 

9.73 

5.02 

9.55 

12.14 

53.38 

1.05 

.06 

.10 

.12 

.52 

31 

10.73 

1928 

82 

18.60 

8.80 

6.50 

11.72 

12.02 

48.00 

.95 

.05 

.14 

.11 

.42 

35 

11.20 

1929 

81 

19  82 

8.76 

5.76 

13.12 

13.70 

48.12 

.95 

.05 

.11 

.15 

.44 

32 

14.75 

1930 

84 

22.21 

10  55 

4.84 

12.10 

14.52 

45.14 

1.13 

.06 

.15 

.15 

.52 

46 

1566 

1931 — Individual  building  reported  with  summaries. 

1932 — No  publication. 

1  .  . 

1933 — No  publication. 

!  Per  Cent  of  Gross  Rental 

1934 

174 

16.76 

_ _ 

4.9 

6.00 

15.00 

56.60 

.73 

.05 

.05 

.10 

.26 

174 

— 

Per  Cent  of  Gross  Income 

Per  Room  Per  Month 

1935* 

312 

10.99 

— 

9.5 

8.05 

15.15 

32.00 

10.99 

1.08 

.91 

1.72 

3.45 

285  . 

— 

1935# 

143 

21.14 

— 

5.1 

6.28 

25.20 

35.25 

21.14 

1.07 

1.32 

534 

7.50 

138 

— 

♦"Walk-up”  type  only.  #  Elevator  type  only. 


time  of  the  1925  summary,  the  Committee 
Chairman  reported,  “I  should  like  to  call 
your  attention  to  the  increase  in  operating 
cost  and  vacancies  and  the  decrease  in 
room  rent.  This  means  that  apartment 
building  is  rapidly  catching  up  with  the 
demand.” 

Valuable  Data  Not  Compiled  1930-1934 

This  Experience  Exchange  Report  is  one 
of  the  very  few  published  indices  of  the 
rent  cycle.  It  is  regrettable  that  its  publica¬ 
tion  did  not  continue  regularly  after  1930 
through  the  years  of  rent  depression  to 
date  to  complete  the  picture  of  the  cycle. 
Such  an  unbroken  record  would  be  inval¬ 
uable  to  those  studying  real  estate  finance 
and  housing. 

Why  was  this  effort  dropped  in  1931- 


2-3?  The  answer  can  be  supplied  only  by 
the  participants.  We  note,  however,  that 
in  1930  the  publication  was  consolidated 
with  the  magazine  “Skyscraper  Manage¬ 
ment.”  In  1931  a  new  and  more  elaborate 
system  of  classification  of  accounts  was 
introduced  with  disappointing  results.  The 
new  system  was  claimed  to  be  patterned 
after  the  Dewey  System  of  Library  Classi¬ 
fication,  using  a  uniform  decimal  code. 
The  1931  Chairman  reported  that  only 
nineteen  complete  reports  were  turned  in 
to  the  committee.  Perhaps  there  were  also 
other  reasons  for  the  cessation  of  this  ef¬ 
fort.  This  break  in  the  chain  of  annual 
reports  raises  at  least  three  questions  in 
the  minds  of  those  interested  in  an  ex¬ 
change  of  experience:  (1)  What  is  re¬ 
quired  as  a  publication  medium?  (2) 
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Should  not  the  classification  of  accounts 
be  as  simple  as  possible?  (3)  It  is  very 
well  to  improve  methods  of  reporting  but, 
in  doing  so,  should  not  arrangements  be 
made  to  tie  the  new  into  the  old  so  as  not 
to  lose  whatever  benefits  have  been 
started  in  the  past  ? 

The  exchange  was  resumed  in  1934, 
containing  reports  from  a  greatly  in¬ 
creased  number  of  buildings.  The  classi¬ 
fication  of  accounts  used  in  the  1934  sum¬ 
mary  was  very  similar  to  that  used  dur¬ 
ing  the  period  1922-1930,  making  simpli¬ 
fied,  interesting  summaries  of  all  buildings 
and  also  of  “high  buildings”  and  “low 
buildings,”  each  in  groups  according  to 
approximate  age  and  according  to  loca¬ 
tion,  The  1935  report  used  the  same  sum¬ 
maries  and  classifications  as  to  type  and 
location  but  omitted  the  age  grouping. 

Units  for  Comparing  Management 

The  units  of  comparison  used  in  1922 
were: 

1.  Rent  per  room. 

2.  Percentage  of  gross  income. 

3.  Per  square  foot. 

4.  Percentage  of  net  return  on  tax  value. 

In  1924  Committee  Chairman  Alfred  C. 
Kennedy  championed  the  square  foot  as 
the  “best”  unit.  Mr.  Charles  P.  Marks, 
later  the  1925  Chairman,  objected  to  this, 
stating  that  apartments  were  not  leased 
upon  the  square  foot  basis  as  were  of¬ 
fices.  He  also  doubted  the  efficacy  of  the 
“per  room”  unit  because  rooms  varied  in 
size  and  lacked  standards  to  indicate  what 
space  should  be  considered  as  a  room.  He 
advocated  the  use  of  the  gross  rental  (100 
per  cent  occupancy)  because  it  fiuctuated 
less  than  gross  income.  The  1928  report 
adopted  the  100  per  cent  rental  schedule 
basis,  as  well  as  the  gross  income  basis 
and  the  rental  area  basis.  This  rentable 
area  was  fairly  convenient  to  the  report¬ 


ing  members  because  many  of  them  man-  , 
aged  larger  buildings  (offices)  in  connec-  ^ 
tion  with  which  this  unit  was  in  common  | 
use.  The  1934  report  was  based  upon  the  I 
following:  I 

1.  Room  per  month.  j 

2.  Rentable  square  foot  per  year.  f 

3.  100  per  cent  rental  schedule. 

The  1935  report  was  based  upon  only  I 
the  per  room  per  month  basis.  I 

The  Apartment  House  Section  is  enti- 
tied  to  commendation  for  making  the  best 
effort  of  this  type  in  the  field  of  apartment 
building  management.  If  we  venture  any  | 
criticism  at  all,  it  is  that  the  classifications  i 
of  accounts  should  have  been  more  con-  f 
sistent  year  after  year  regardless  of  merit  | 
advocated  for  changes.  The  theoretical  | 
benefits  of  shifts  from  rental  schedule  to  | 
gross  income  and  from  square  foot  to  | 
rentable  square  foot  or  to  per  room  per 
month  or  per  year  have  been  more  than 
offset  by  the  loss  of  continuity  in  the  an-  i 
nual  averages.  fe 

As  to  current  practice  of  building  mana-  S 
gers  and  owners,  especially  institutional  1 
management,  we  do  not  need  to  go  to  many  U 
offices  to  find  that  there  is  no  close  agree-  8 
ment  on  either  classifications  or  units.  It  a 
seems  unnecessary  to  enumerate  individual  ^ 
practices  at  any  length  in  demonstration  ji 
of  this  statement.  The  following  classifica-  p 
tions  are  used  by  two  of  the  largest  life 
insurance  companies,  each  with  a  large 
volume  of  real  estate  and  mortgage  invest¬ 
ments  : 

(1) 

INCOME: 

Rental  Schedule 
Gross  Collections 

EXPENSES: 

Taxes 

Water 

Insurance 

P\iel 

Electricity 

Gas 

Repairs  and  Maintenance 


Supplies 

Elevator 
Building 
Boiler  Room 
Lighting 

Tenants’  Decorating 
Sundries 

Mechanical  Refrigeration 
Extraordinary 
Management  Fee 
Broker’s  Commissions 
Total  Expenses 

NET  INCOME: 

(2) 

INCOME: 

Rental  Schedule 
Gross  Collections 

EXPENSES: 

Taxes 

Insurance 

Total  Taxes  and  Insurance 

Payroll 

Fuel 

Water,  Gas,  and  Electricity 
Miscellaneous 
Commissions 
Total  Operating 

Repairs 

Building 

Plumbing  and  Heating 
Mechanical  Equipment 
Painting 
Tenant 
Main 

Total  Maintenance 
Total  Expenses 

NET  INCOME: 

As  to  the  actual  analysis  of  building  op¬ 
erations  upon  the  basis  of  any  standards, 
there  has  been  amazingly  little  said  or  done 
by  life  insurance  companies.  An  individ¬ 
ual  in  some  department  may  evidence  in¬ 
terest  in  the  subject  or  prepare  analyses  of 
particular  buildings;  but,  seemingly,  no 
standardization  of  practice  nor  statistical 
work  has  been  done — this,  in  spite  of  the 
fact  that  these  institutions  have  a  tremen¬ 
dous  following  of  management  agents  and 
are  in  possession  of  an  abundance  of  re¬ 
search  material. 


STANDARDIZATION  MUST  CONSIDER 

Principals  Also 

The  agents  who  actually  manage  the 
buildings  must  report  on  forms  and  ac¬ 
cording  to  accounting  requirements  of 
their  principals,  and  the  very  nature  of  the 
divergent  requirements  precludes  a  uni¬ 
form  system  of  agents’  accounts.  It  is  ap¬ 
parent  that  if  uniform  systems  are  to  be 
formulated,  they  should  be  considered  only 
as  tentative  recommendations  until  they 
have  been  submitted  to  representatives  of 
the  owner-institutions.  This  precaution 
should  be  taken  before  the  recommenda¬ 
tions  are  proposed  for  adoption  by  mem¬ 
bers  of  the  institutions. 

In  attempting  to  achieve  uniformity — it¬ 
self  an  admirable  characteristic — it  is  a 
serious  question  whether  there  is  any 
single  unit  of  comparison  or  set  of  ac¬ 
counts  suitable  for  all  buildings,  just  as  it 
is  doubtful  whether  there  is  any  one  de¬ 
finition  of  “value”  suitable  to  all  appraisal 
purposes.  What  interests  and  what  pur¬ 
poses  are  served  by  these  devices  ? 

The  principal  interests  are  investors, 
managers,  and  appraisers.  They  are  con¬ 
cerned  respectively  with  earnings,  effici¬ 
ency,  and  value,  though,  of  course,  there  is 
in  practice  much  overlapping  of  interests. 

The  investor  wants  to  know  the  results 
of  managment — the  earnings.  This  infor¬ 
mation  can  be  used  to  direct  investments 
to  or  from  any  particular  place  and  to  or 
from  real  estate,  as  a  field  of  investment 
opportunities.  To  him,  an  “experience  ex¬ 
change”  should  be  very  helpful.  It  may  be 
short  on  detail  but  it  must  be  long  on  con¬ 
sistency.  Certain  detail,  however,  seems 
advisable:  under  “income,”  he  will  want 
the  rental  schedule  and  actual  income ;  un¬ 
der  “expense,”  three  or  four  groups  of  ac¬ 
counts,  such  as  “fixed,  operating,  main¬ 
tenance,”  and  possibly  “administration” 
(separated  from  “operating”).  In  order  to 


18 


The  Journal  of  Real  Estate  Management 


make  comparisons,  some  standard  such  as 
square  foot  or  room  must  be  used.  Exactly 
what  is  used  is  not  very  important  as  long 
as  it  has  a  definite  base  and  is  consistently 
used. 

To  the  manager,  detail  is  important.  The 
manager  wants  to  know  the  quantities  and 
prices  of  coal,  oil,  gas,  water,  electricity, 
etc.  He  wants  to  know  how  one  building 
compares  with  another  as  to  each  classifi¬ 
cation  cf  income  and  expense.  He  needs 
to  have  the  income  and  expense  groups 
split  into  subaccounts  to  facilitate  analyses 
conducive  to  increased  efficiency.  Where 
these  subaccounts  do  not  have  accepted 
quantitative  bases  of  analysis  (such  as 
tons  of  coal,  gallons  of  water,  etc.),  the 
room  or  square  foot  or  some  other  such 
unit  must  be  imposed  as  a  standard. 

The  appraiser  has  the  interests  of  both 
the  investor  and  the  manager.  He  is  here 
set  up  as  an  interested  group  largely  be¬ 
cause  he  considers  himself  as  such  and 
makes  requests  of  management  for  infor¬ 
mation  to  facilitate  estimates  and  special 
studies.  Inasmuch  as  he  has  the  important 
function  of  defining  and  finding  value,  he 
believes  investors  and  managers  should 
give  his  proposals  audience.  His  work 
focuses  the  attention  of  the  other  two 
groups  on  the  problems  of  comparison  and 
analysis.  As  to  the  use  of  devices  to  solve 
these  problems,  his  requirements  are  much 
like  those  of  the  manager,  though  not  quite 
as  exacting.  He  frequently  seeks  closer 
agreement  on  proper  classifications  and 
standards. 

Proposed  Classification  of  Accounts 

If  we  were  to  attempt  at  this  time  a 
compromise  of  the  minimum  requirements 
of  the  above  groups  as  to  a  classification 
of  accounts,  we  would  venture  the  fol¬ 
lowing  : 


INCOME: 

Rental  Schedule 
Income  Collected 

(1)  Apartments 

(2)  Other 

EXPENSE: 

A.  Fixed 

(1)  Taxes 

(2)  Insurance 

B.  Operating 

(3)  Payroll 

(4)  Fuel 

(5)  Utilities 

a.  Water 

b.  Gas 

c.  Electricity 

(6)  Management 

(7)  Other  Operating 

C.  Maintenance 

(8)  Repairs 

a.  Building 

b.  Plumbing  and  Heating 

c.  Mechanical  Equipment 

(9)  Painting  and  Decorating 

a.  Apartments  (Tenants) 

b.  Building 

(10)  Supplies 

(11)  Miscellaneous 
Total  Expense 

NET  INCOME: 

These  items  are  probably  the  ones  most 
commonly  used,  especially  for  the  walk-up 
type  of  building;  payroll,  other  operating 
costs,  and  supplies  acquire  increased  im¬ 
portance  for  the  elevator  type  of  building. 
Frequently,  the  above  listed  accounts  are 
subclassified  or  regrouped  for  various  pur¬ 
poses,  or  according  to  precedents. 

Selecting  Units  of  CC'Mparison 

It  is  not  quite  so  simple  to  select  the 
commonest  unit  of  comparison.  There  are 
three  general  types : 

(1)  Those  which  show  relative  importances 
(percentages). 

(2)  Those  which  facilitate  analysis  (quanti¬ 
ties  and  prices). 

(3) .  Those  which  facilitate  comparison 

(rooms,  square  feet,  cubic  feet,  etc.) 

Type  1 :  Percentage  of  100  per  cent 
rental  schedule  has  an  advantage  over  per¬ 
centage  of  income  because  it  reports  vacan¬ 
cies  and  collection  losses. 


Type  2:  Prices  are  especially  import¬ 
ant  because  they  show  basic  cost  differ¬ 
ences  between  different  buildings  and  lo¬ 
cations,  also  because  each  can  be  attacked 
individually.  Frequently,  a  more  favor¬ 
able  price  or  rate  can  be  obtained  by  some 
slight  alteration  of  building  equipment. 
Prices  are  as  of  a  given  date — quantities, 
for  a  given  duration  of  time.  These  two 
are  of  prime  importance  to  the  analysis  of 
operations. 

Type  3:  Any  of  these  has  its  own  de¬ 
fects  and  advantages.  Which  is  used  in 
practice  usually  depends  more  upon  the 
habits  of  the  use.r  (especially  as  to  renting 
and  appraising)  than  upon  the  merits  of 
the  unit.  Much  valuable  statistical  mater¬ 
ial  has  been  damaged  and  much  well-in¬ 
tended  effort  has  been  needlessly  lost 
haggling  over  the  mirage  of  the  one 
“ideal”  standard.  Square  foot,  rentable 
square  foot,  and  room  bases  have  all  been 
widely  used.  Recently  the  cubic  foot  basis 
(100  or  1000  cubic  feet)  has  come  into 
use  for  two  reasons :  first,  many  office  rec¬ 
ords  show  the  number  of  cubic  feet  as  re¬ 
ported  by  the  appraisal,  and,  second,  an 
increasing  number  of  institutions  are 
using  the  cubic  foot  as  a  useful  unit  to  re¬ 
port  heating  costs.  To  the  manager  and 
the  appraiser,  no  one  single  unit  is  uni¬ 
versally  satisfactory. 

One  who  estimates  rents  works  upon  a 
case  basis  without  much  regard  to  the 
square  foot  or  room,  except  as  incidental 
to  the  general  desirability  of  and  market 
for  the  particular  apartment. 

Many  items  of  expense  have  generally 
accepted  units:  for  example,  (1)  taxes  are 
broken  into  assessed  value,  tax  rate,  and 
ratio  of  assessed  value  to  full  value;  (2) 
insurance  concerns  principally  rates,  also 
insurable  value  for  fire  and  windstorm, 
payroll  for  workmen's  compensation,  front 
footage  for  liability,  area  for  plate  glass 


etc.;  (3)  under  payroll,  the  janitor  is 
usually  the  main  item — in  some  cities  his 
pay  is  set  by  agreement  with  the  Flat  Jani¬ 
tors  Union  and  is  based  upon  the  number 
of  apartments,  the  scale  of  rents,  and  the 
availability  of  living  quarters;  (4)  fuel 
and  (5)  water,  gas,  and  electricity  are 
based  upon  quantity  consumed  and  rate 
per  ton,  per  cubic  foot,  or  per  k.w.h. ; 
and  (6)  management  is  usually  a  percent¬ 
age  of  the  collection  plus  some  commis¬ 
sions  on  new  leases. 

The  remaining  items  of  (7)  other  op¬ 
erating,  (8)  repairs,  (10)  supplies,  and 
(11)  miscellaneous  have  no  natural  bases, 
nor  has  (9)  painting  and  decorating.  How¬ 
ever,  in  the  case  of  the  latter,  some  com¬ 
parisons  have  been  made  of  exterior  paint¬ 
ing  per  opening,  hallway  and  vestibule  de¬ 
corating  per  entrance  (per  entrance  is 
also  applied  to  cost  of  electricity  for  three- 
story  walk-ups),  and  apartment  decorating 
per  room.  Under  miscellaneous  are 
grouped  unclassified  items ;  however,  fairly 
common  practice  includes  some  separate 
subclassifications  for  such  items  as  pur¬ 
chases  of  equipment,  stoves,  refrigerators, 
in-a-door  beds,  stair  carpets,  etc.  Occasion¬ 
ally,  these  purchases  of  equipment  are  set 
up  as  capital  expenditures,  with  offsets  of 
depreciation  accounts. 

Management,  A  Business — Not  A 
Side  Line 

Investigation  of  practices  and  consider¬ 
ation  of  the  issues  involved  in  the  selec¬ 
tion  of  classifications  of  accounts  and 
standards  of  comparison  call  attention  to 
the  paucity  of  statistics  and  research  and 
to  the  lack  of  uniformity  in  analysis  of 
apartment  building  operation.  This  com¬ 
parative  void  seems  partly  due  to  the  un¬ 
organized  nature  of  the  real  estate 
“market,”  the  past  lack  of  professionalism 
in  the  real  estate  business,  and  to  the 
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scarcity  of  offices  equipped  to  act  as  gen¬ 
eral  agents  and  to  handle  each  phase  of 
real  estate  agency  with  a  high  degree  of 
competency.  Also,  few  owners  make  their 
purchases  of  income  property  from  the 
long-time  investment  point  of  view.  The 
majority  of  purchases  seem  to  have  been 
made  from  primarily  the  speculative  view¬ 
point,  which  rarely  exacts  much  accurate 
history  or  analysis  of  operations.  The  op¬ 
portunistic  agents  and  the  speculative 
owners  so  typical  of  the  activity  of  the 
“twenties”  were  not  much  concerned  with 
building  a  profession  or  keeping  records. 
Management  was  usually  a  side  line  to  bol¬ 
ster  earnings  when  sales  or  loan  commis¬ 
sions  were  slack.  Neither  were  appraisal 
procedures  nearly  as  intricate  nor  as  criti¬ 
cally  scrutinized ;  nor  were  mortgage  lend¬ 
ers  well  equipped  to  readily  become  real 
estate  owners.  New  methods  and  records 
had  to  be  devised  to  meet  the  emergencies. 
One  wonders  now  whether  the  present 
real  estate  activity  of  ownership  by  insti¬ 
tutional  investors  is  going  to  be  recorded 
and  analyzed  to  better  serve  the  next 
period  of  lending  activity. 

Of  course,  the  above  comments  as  to 
laxity  in  handling  real  estate  does  not  ap¬ 


ply  to  all  managers  or  owners.  There  are  f 
many  who  are  concerned  with  the  problem 
of  building  a  real  estate  profession  of  able, 
competent  members.  These  leaders  are 
also  concerned  with  learning  from  past  ex¬ 
perience  which  counsels  us  to  consider  the 
various  functions  of  real  estate  activity- 
selling,  managing,  lending,  appraising, 
land  developing,  etc. — as  vitally  dependent 
parts  of  a  unified  service.  Records  should 
be  kept  to  be  of  service  to  all  the  import¬ 
ant  activities  related  to  the  handling  of 
the  real  estate.  For  this  reason,  if  for  no 
other,  the  classification  of  management  ac¬ 
counts  and  the  selection  of  analysis  and 
comparison  standards  are  important. 

For  the  welfare  of  those  whose  funds  are 
invested  in  real  estate,  for  the  preserva¬ 
tion  of  the  high  standing  of  real  estate  as 
an  investment,  for  a  fuller  appreciation  of 
the  value  of  his  own  services,  the  manager 
should  be  ready  and  able  to  answer  his 
own  question:  “How  am  I  doing?”  It 
would  seem  that  in  devoting  attention  to 
the  ways  and  means  of  answering  this 
question  management  might  render  a 
timely  and  valuable  contribution  to  the 
cause  of  real  estate. 


How  High  Can  Rents  Go? 


By  E.  A.  Printz 


Mr.  Average  Citizen  is  asking  himself 
today  what  his  rent  is  going  to  be 
next  fall  or  next  year,  and  Mr. 
Landlord  is  wondering  how  much  rent 
Mr.  Citizen  can  pay  next  fall  or  next  year. 

If  Mr.  Citizen  is  old  enough  to  have  ex¬ 
perienced  the  flush  of  the  peak  from  1920 
to  1929,  then  the  flve  succeeding  years, 
when  year  after  year  his  landlord  reduced 
his  rent  because  of  a  decrease  in  his  in¬ 
come,  and  now,  for  a  year  or  two,  with  a 
gradual  increase  in  his  rent  along  with 
the  price  of  commodities,  he  begins  to 
wonder:  “Will  my  rent  be  increased  to 
what  it  was  in  1926?”  “How  can  I  pay 
more  rent  unless  my  income  is  increased  ?” 
“Will  I  have  to  move  to  cheaper  accom¬ 
modations,  and  where  can  I  find  them?” 
Frankly,  he  feels  he  is  facing  a  serious 
situation. 

What  About  the  Landlord? 

But,  for  a  moment,  let  us  consider  the 
landlord.  What  about  him?  In  the  first 
place  he  offers  a  place  to  live.  Now,  cer¬ 
tain  standards  must  be  met.  He  must  pro¬ 
vide  a  desirable  place  for  a  man  to  make 
a  home  for  his  family.  (We  are  talking 
about  the  average  residence  or  apart¬ 
ment.)  He  must,  in  the  first  place,  invest 
a  certain  amount  of  money,  an  amount 
which  will  provide  the  necessary  conven¬ 
iences  for  the  modern  standard  of  living. 
In  order  to  justify  any  such  expenditure, 
he  must  feel  reasonably  certain  that  an 
adequate,  recognized  return  can  be  earned 
on  this  investment.  So,  he  has  established 
certain  rentals,  which  will  insure  a  fair 
return  on  his  investment  based  upon  the 
estimated  cost  of  operating.  Just  so  long 


as  these  operating  costs,  which  include  de¬ 
preciation  and  interest,  can  be  held  down 
to  a  minimum  fluctuation,  can  he  continue 
to  operate  this  building  with  the  income 
originally  scheduled. 

If  the  cost  of  operation  increases,  he 
must,  of  necessity,  increase  the  rentals  in 
order  to  maintain  the  standard  of  his 
buildings.  But,  usually,  if  the  cost  of  op¬ 
eration  decreases,  it  has  been  preceded  by 
a  more  appreciable  decrease  in  the  income 
of  his  tenants.  Therefore,  of  necessity,  he 
must  reduce  rents,  and,  if  the  situation 
persists,  as  in  1929,  1930,  and  1931,  the 
income  will  not  be  sufficient  to  maintain 
the  necessary  operating  costs — but  we  all 
know  too  well  what  this  means. 

We  go  back  to  the  man  who  is  living  in 
this  building  and  paying  rent  within  his 
income  for  a  place  to  live  and  to  maintain 
his  home.  How  much  can  he  pay?  How 
much  of  an  increase  can  he  afford  ? 

Let  us  go  back  twenty-one  years.  A 
man,  who  had  been  living  in  another  city, 
came  to  Chicago  to  make  his  home.  Being 
unfamiliar  with  Chicago  and  renting  con¬ 
ditions  in  general,  he  walked  into  a  nortfi 
side  real  estate  office  and  explained  that 
he  was  looking  for  a  four-room  apartment. 
(Note:  This  is  not  a  criticism  of  the 
agent's  procedure.)  He  was  asked  what 
he  wished  to  pay  and  stated  that  he  wanted 
an  apartment  renting  at  about  $35.00  per 
month.  The  agent  explained  to  him  that 
he  had  a  number  of  apartments  of  about 
this  rental  in  the  immediate  vicinity,  which 
he  would  be  glad  to  show  him.  After  look¬ 
ing  at  a  few  of  them,  the  prospect  decided 
on  an  apartment  at  $37.50  per  month. 

Aij  application  was  made  for  this  apart- 
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ment  by  the  prospect,  and  after  a  few 
days’  time  a  lease  was  presented  to  him 
with  the  request  for  his  signature  and  the 
payment  of  the  first  month’s  rent.  After 
fulfilling  this  requirement,  the  man  was 
very  much  surprised  to  have  the  agent  pre¬ 
sent  him  with  an  additional  receipt  for 
$30.00,  the  agent  explaining  that  this  was 
a  concession.  Well,  of  course,  the  man  was 
very  grateful  as  $37.50  was  about  $2.50 
more  than  was  provided  in  his  budget. 

He  moved  into  the  apartment  and  lived 
there  for  two  years  at  the  same  rental. 
Shortly  before  the  beginning  of  the  third 
year,  he  was  notified  that  his  rent  would 
be  $40.00  per  month.  He  protested  that 
he  could  not  pay  $40.00  per  month,  as  his 
income  had  not  increased  sufficiently  to 
warrant  increasing  his  rent.  After  some 
negotiation,  it  was  agreed  that  he  be  per¬ 
mitted  to  retain  the  apartment  at  $37.50 
per  month  provided  he  would  sign  a  two- 
year  lease. 

As  the  man  was  somewhat  unsettled  in 
his  business  conditions  and  expected, 
sometime  in  the  near  future,  that  he  might 
be  required  to  move  to  another  city,  he 
told  the  agent  that  a  two-year  lease  was 
out  of  the  question.  The  agent,  being  re¬ 
luctant  to  lose  him  since  he  had  been  very 
prompt  in  paying  his  rent,  suggested  that 
he  insert  a  sixty-day  cancellation  clause 
in  the  lease,  which  would  become  operative 
sixty  days  after  the  tenant  notified  him 
of  his  intention  to  move  during  the  second 
year. 

This  seemed  to  be  a  satisfactory  ar¬ 
rangement  to  the  tenant,  and  he  signed  the 
lease  with  this  provision.  Nothing  hap¬ 
pened  until  two  months  after  the  begin¬ 
ning  of  the  second  year  of  this  lease,  when 
his  business  required  a  change  to  another 
city.  Taking  advantage  of  his  sixty-day 
cancellation  clause,  he  notified  his  land¬ 
lord  of  his  intention  to  terminate  the 


lease.  The  landlord’s  agent  stated,  “We 
do  not  wish  to  lose  you  as  a  tenant,  as  you 
have  been  a  very  desirable  one,  but  since 
it  is  necessary  for  you  to  move,  we  shall 
be  glad  to  accept  the  cancellation  of  your 
lease  within  thirty  days  instead  of  the 
sixty  days  provided  by  the  lease,  the  rea¬ 
son  being  that  we  have  several  people  who 
will  take  your  apartment.”  The  lessee  was 
glad  of  the  opportunity  to  be  released  in 
thirty  days,  but,  knowing  that  apartment 
occupancy  was  increasing  as  well  as  rent 
schedules,  he  was  curious  to  know  for  just 
how  much  the  apartment  was  being  rented. 
From  reliable  sources,  he  was  amazed  to 
learn  that  the  apartment  was  being  rented 
for  $75.00  per  month. 

Is  It  the  Dawn  of  a  New  Day  in  Rents? 

Why?  How  could  it  be  possible  to  in¬ 
crease  the  rent  on  his  $37.50  per  month 
apartment  to  $75.00  per  month  in  fourteen 
months?  The  answer,  it  seems,  is  rather 
simple.  Two  things  enter  into  it. 

First,  incomes  had  been  increasing  over 
a  period  of  several  years  at  an  unprece¬ 
dented  rate.  Second,  with  this  increase 
had  come  a  decided  decrease  in  the  num¬ 
ber  of  vacant  apartments — which  takes 
us  back  to  the  fundamental  law  of  supply 
and  demand.  With  increased  incomes,  the 
simple  law  of  human  nature  becomes  op¬ 
erative — man  seeks  better  living  condi¬ 
tions,  larger  quarters;  more  young  people 
marry;  rural  people  seek  the  cities. 

Our  present  conditions  are  not  com¬ 
parable  to  those  of  fifteen  years  ago.  Our 
incomes  are  not  up  to  those  of  that  day, 
but  we  have  had  a  long  “dry-spell,”  and 
more  people  are  earning  more  money 
than  they  did  four  years  ago.  Those  peo¬ 
ple,  whose  incomes  were  depreciated  to  the 
very  minimum,  are  now  beginning  to  see 
a  better  day. 

True,  their  incomes  may  not  be  much 
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better,  but  they  are  on  the  upturn.  Peo¬ 
ple  spend  money  more  freely  because  they 
must.  Commodity  prices  have  advanced 
at  a  rapid  rate,  and  while  the  average 
man  may  protest  against  these  increases, 
he  has  the  feeling  of  something  better 
and  will  continue  to  pay  just  as  long  as 
his  pocketbook  provides  the  necessary 
cash  and  as  long  as  he  feels  these  in¬ 
creases  are  just. 

Rents  Must  Go  Up  or  Building  Costs 
Go  Down 

Attempting  to  predict  where  these  in¬ 
creases  will  end  presents  a  most  difficult 
problem.  We  can  deal  only  with  known 
factors.  If  we  continue  to  prosper,  we  can 
expect  commodity  prices  to  constantly 
fluctuate.  When  commodity  prices  cease 
to  fluctuate  or  stand  still,  we  drop  back 
into  depression. 

With  an  upturn  in  business,  we  now 
have  a  greater  demand  for  dwellings,  a 
demand  which  seriously  threatens  the 
available  supply.  With  continued  better 
business  conditions,  we  may  expect  a  still 
greater  demand  for  places  to  live,  and, 
faced  as  we  are  with  the  cost  of  construc¬ 
tion  closely  approaching  that  of  the  1929 
level,  and  with  rents  only  about  fifty-five 
to  sixty  per  cent  of  that  period,  we  seem 
to  face  something  of  an  unknown  situation 
for  the  next  few  years.  Either  rents  must 
bound  upward,  or  building  costs  must 
drop. 

Suppose  building  costs  do  drop,  can 
they  drop  sufficiently  to  warrant  new  con¬ 
struction  without  materially  affecting  the 
ability  of  the  tenant  to  pay  the  present 
scale  of  rents?  And,  on  the  other  hand,  if 
rents  do  bound  upward,  will  there  then  be 
a  movement  such  as  we  had  in  1931  and 
1932,  when  two  and  three  families  will 
move  into  the  same  quarters  and  the  occu¬ 
pancy  drop  to  a  point  where  the  income  is 


not  sufficient  to  maintain  the  building? 
The  answer  appears  to  be  “No’'  to  the  first 
and  “Yes”  to  the  second.  Then,  what  can 
be  done  to  overcome  the  present  condi¬ 
tions? 

Tenant  Attitude  Suggests  Higher 
Rents 

A  survey  of  conditions  in  this  country 
of  ours,  over  a  period  of  a  century,  reveals 
a  series  of  remarkably  true  cycles.  We 
have  had  depressions  before,  and  we  have 
had  long  prosperous  periods.  In  almost 
all  cases,  increases  in  commodity  prices 
have  preceded  increases  in  incomes.  True, 
increases  in  commodity  prices  are  almost 
always  a  result  of  demand,  whether  that 
be  natural  or  artificial,  and  with  this  de¬ 
mand  comes  competition.  Then,  the  in¬ 
come  of  the  average  man  begins  to  rise, 
slowly  at  first,  but  rise  it  will. 

This  is  not  a  prediction  that  incomes  are 
going  to  start  right  now  on  a  long,  up¬ 
ward  climb,  but  faith  in  this  great  coun¬ 
try  of  ours  and  in  its  past  performances 
would  lead  the  average  man  to  feel  that 
such  a  thing  is  about  due.  He  does  not 
expect  a  b^yom;  nor  does  he  expect  his 
earnings  to  reach  the  level  of  1926  in  an¬ 
other  year.  But  that  old  optimism,  which 
inspires  courage  and  the  will  to  do,  is  in 
his  blood.  What  did  he  say  to  his  landlord 
about  three  or  four  months  before  his 
lease  expired  this  year? — “How  much  are 
you  going  to  increase  my  rent  this 
spring?”  Did  he  say  that  a  year  ago?  No! 
What  he  said  then  was:  “Are  you  going 
to  raise  my  rent?”  The  year  before  that 
he  was  too  much  concerned  with  providing 
his  “rent  money”  to  even  think  about  a 
raise. 

But  today  he  has  a  different  attitude. 
He  does  not  want  to  pay  more  than  he  can 
afford.  He  may  be  a  little  skeptical,  as  he 
had  one  experience  with  what  he  called 
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the  “rent  gouger/'  but  a  number  of  these 
people  are  thinking  about  that  little  bond 
they  purchased  some  years  ago,  maybe  on 
the  very  building  in  which  they  live — ^that 
bond  which  they  believed  was  a  gilt-edged 
security  and  on  which  they  “could  not 
lose.”  They  know  now  that  if  they  are  to 
realize  an5d:hing  on  this  investment,  the 
income  of  this  i)uilding  must  increase  to 
the  point  where  it  will  not  only  be  possi¬ 
ble  to  maintain  it  but  to  pay  its  obligations. 

So,  how  are  we  going  to  put  this  build¬ 
ing  on  its  feet?  “Effect  economies  on  its 
operation,”  we  say.  “But,  we  have  been 
doing  that  each  year ;  but,  each  year,  along 
come  increases  in  taxes,  fuel,  decorating 
costs,  and  repairs.”  These  are  items  nec¬ 
essary  to  the  operation  of  the  building. 
How  are  you,  a  landlord,  to  meet  these  in¬ 
creases?  If  the  landlord  has  operated  his 
building  in  accordance  with  the  best  effi¬ 
ciency  methods,  there  seems  to  be  only  one 
answer.  He  must  increase  the  income  suf¬ 
ficiently  to  meet  the  increased  costs  of 
operation. 

Taxes,  a  Check  on  Rising  Rents 

Now,  this  seems  to  be  a  simple  matter, 
because  no  business  can  survive  without  a 
sufficient  income  to  maintain  it  and  to  pay 
a  reasonable  profit  on  its  investment.  Why 
then,  is  it  not  possible  to  increase  the  rent¬ 
als  on  a  building  at  all  times  to  meet  the 
costs  of  operation  and  to  pay  a  reasonable 
return  on  the  investment? 

This  may  be  done  within  certain  limits. 
If  these  were  normal  times,  and  we  were 
meeting  with  normal  fluctuations,  there 
could  be  no  question  but  that  rents  could 
be  increased  sufficiently  to  meet  increasing 
costs,  but  it  seems  that  we  are  in  unusual 
times.  We  have  had  a  setback  which  has 
cost  every  individual  in  this  country  a  se¬ 
rious  amount  of  money,  and,  in  order  to 


overcome  this  setback,  it  has  been  neces-  i 
sary  to  put  into  effect  unusual  procedures.  I 

These  procedures  involve  large  expendi- 
tui’es  of  money,  which  can  be  obtained 
only  from  one  source,  and  that  source  is 
taxation — individual  taxation.  It  is  said 
that  it  would  cost  each  individual  in  this 
country  something  over  $235  to  free  the 
country  of  its  national  debt.  Our  national 
debt  is  increasing,  and  the  only  way  to 
meet  this  demand  for  money  is  to  increase 
the  taxes  which  Mr.  Average  Citizen  must 
pay.  Therefore,  it  becomes  a  question  of 
how  great  these  taxes  will  be  within  the 
next  few  years.  How  much  money  will 
the  individual  have  to  contribute  to  the 
support  of  his  government?  If  they  be¬ 
come  too  burdensome,  he  cannot  afford  to 
pay  as  much  money  for  a  place  to  live  as 
he  could  otherwise. 

It  would  seem,  eventually,  that  there 
must  be  some  common  meeting  ground 
between  expenditures  and  income.  If  the 
forces  of  government  decide  to  appropri¬ 
ate  sums  of  money  sufficient  to  provide 
average-priced  homes,  then  it  may  be  pos¬ 
sible  to  give  to  the  earning  classes  a 
•breathing  spell  in  which  to  more  closely 
approximate  the  demands  which  are 
placed  upon  them  by  the  rising  costs  of 
commodities.  If  such  a  condition  should 
exist  within  the  near  future,  it  seems  rea¬ 
sonable  to  suppose  that  gradual  increases 
in  the  incomes  of  properties  can  be  ef¬ 
fected. 

At  no  time,  within  the  next  decade, 
does  it  seem  probable  that  large  increases 
in  incomes  will  be  possible,  and  it  there¬ 
fore  resolves  itself  into  a  matter  of  grad¬ 
uating  these  increases  within  the  means 
of  the  man  who  is  paying  the  bill,  pro¬ 
vided,  of  course,  operating  expenses  con¬ 
tinue  upward. 
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Tenant’s  Income  Hopes  Determine 
Rent 

A  man  came  to  me  several  years  ago 
and  said,  “My  income  is  sufficient  to  pay 
this  rental  and  still  provide  for  the  pay¬ 
ment  of  food,  clothing,  insurance,  medical 
attention,  and  such  necessities  of  life.  If 
you  propose  to  increase  my  rent  by  ten 
per  cent  for  the  coming  year,  it  will  not 
be  possible  for  me  to  stay  in  this  apart¬ 
ment.  I  am  exerting  every  effort  and  ef¬ 
fecting  every  economy  so  that  I  may  be 
permitted  to  maintain  my  present  stand¬ 
ard  of  living,  but  any  increase  which  you 
may  choose  to  make  will  make  it  impos¬ 
sible  for  me  to  do  so.” 

A  year  later,  this  same  man  said  to  me, 
“How  much  do  you  think  my  rent  will  be 
increased  the  coming  year?”  The  point  is 
this.  While  this  man’s  income  over  the 
period  of  the  past  year  had  increased  but 
slightly,  his  hopes  had  increased  much 
more  than  that — for  the  previous  four 
years  his  income  had  been  declining,  and 
now  for  the  first  time  he  saw  a  slight  ray 
of  hope  and  felt  that  better  times  were  in 
store  for  him.  A  ten  per  cent  increase  in 
the  rent  of  his  apartment  was  acceptable 
by  him,  as  was  also  a  further  ten  per  cent 
increase  for  the  following  year,  which  in¬ 
dicated  that  there  was  still  a  further  in¬ 
crease  in  the  matter  of  his  income. 

It  was  a  fact  that,  of  necessity,  during 


the  four-year  period  after  1929,  he  had  ef¬ 
fected  every  economy  in  his  personal  ex¬ 
penditures,  and  it  was  not  possible  for 
him  to  effect  further  economies  without 
seriously  lowering  the  standard  of  his  liv¬ 
ing  as  well  as  his  morale.  Today,  this  man 
is  not  complaining  about  the  price  he  is 
paying  for  his  apartment,  and  it  is  reason¬ 
able  to  believe,  if  a  further  increase  be¬ 
comes  necessary  this  next  year,  that  he 
will  not  complain  unless  he  has  met  with 
some  reverses. 

The  facts  seem  to  be  that  these  indi¬ 
vidual  incomes  have  at  last  started  a  slow 
climb  upward,  and  if  this  fortunate  con¬ 
dition  exists  for  another  few  years,  it  will 
be  possible  to  increase  rents  of  apart¬ 
ments,  similar  to  his,  at  a  moderate  rate 
and  at  a  rate  which  will  permit  the  con¬ 
tinued  operation  of  the  building  in  which 
he  lives,  without  lowering  the  standard  of 
that  building. 

If,  by  that  time,  construction  costs  are 
such  that  the  then  schedule  of  incomes  for 
building  will  provide  a  reasonable  return 
on  investment,  we  may  expect  a  building 
program  which  will  somewhat  relieve  the 
acute  shortage  which  now  seems  inevit¬ 
able.  When  that  time  comes,  the  law  of 
economics  should  provide  a  balance  be¬ 
tween  the  income  of  the  individual  and  the 
cost  of  operating  the  kind  of  a  building  in 
which  he  desires  to  live. 
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An  Objectively  Drawn  Apartment  Lease  Form 

By  Clement  E.  Merowit 


The  Association  of  the  Bar  of  the 
City  of  New  York  has  drafted  a  new 
apartment  lease  form  which  has  re¬ 
cently  been  referred  to  the  real  estate 
fraternity  for  consideration.  The  object  is 
the  retirement  of  the  forms  now  gener¬ 
ally  in  use  and  the  ultimate,  universal  and 
voluntary  adoption  of  the  new  one.  The 
basis  for  this  is  recognition  of  the  fact 
that  few,  if  any,  printed  leases  in  exist¬ 
ence  have  been  drawn  objectively;  almost 
universally  these  have  been  developed  by 
realty  interests  for  their  own  protection 
and  not  as  contracts  should  be,  namely, 
for  the  mutual  protection  of  both  parties. 

Realtors’  Opinions  Needed 

Ordinarily,  much  discussion  should  have 
resulted  from  this  constructive  work  by 
the  Bar  Association.  It  was  to  have  been 
expected  that  two  schools  of  landlords 
would  express  themselves:  those,  possibly 
the  more  progressive,  championing  a 
change  and  the  others  insisting  upon  ad¬ 
herence  to  the  use  of  agreements  which 
are  the  product  of  the  bitter  experience  of 
countless  property  owners  over  the  last 
few  decades.  Unfortunately,  little  discus¬ 
sion  has  materialized.  Protagonists  are 
few  indeed.  The  conservatives  are  loath 
to  surrender  any  seeming  protection 
which  has  been  gained  through  practical 
experience.  Unless  shown  a  tangible  com¬ 
pensation,  it  is  not  to  be  expected  that 
they  w'ill  budge. 

Lease  Has  Intangible  Value 

That  such  a  compensation  exists  is  not 
too  readily  apparent ;  it  is  hardly  tangible 
and  certainly  not  to  be  immediately  capi¬ 


talized  upon.  Its  compensation  is  public 
goodwill. 

Any  conceivable  legal  protection  which 
the  Realtor  foregoes  through  the  use  of 
the  new  contract  is  compensated  for  many 
times  over  by  the  more  friendly  and  sym¬ 
pathetic  relationship  which  its  proper 
employment  makes  possible.  To  under¬ 
stand  this  fully,  we  shall  return  to  the 
subject  of  tenant-landlord  relations  after 
presentation  of  the  form.  Suffice  it  to  say 
at  this  point  that  confidence  and  respect 
on  the  part  of  a  consuming  public  are 
essential  to  the  welfare  of  any  business — 
real  estate  being  no  exception. 

The  Part  Played  by  the  Lease 

Having  emphasized  the  point  that  ten¬ 
ant  goodwill  is  profitable,  let  us  ask  our¬ 
selves  what  confidence  the  tenant  can  have 
in  a  landlord  who,  the  minute  a  contrac¬ 
tual  relationship  is  established,  “pulls  a 
fast  one,’’  as  he  puts  it,  by  obliging  the 
tenant  to  sign  a  subjectively  drawn  agree¬ 
ment.  It  is  the  first  breach  of  faith,  and 
the  landlord  has  made  it.  If  the  sequel 
runs  counter  to  his  best  interests,  he  has 
only  his  short-sightedness  to  blame. 

In  the  course  of  the  accumulation  of 
clauses  designed  to  protect  landlords 
against  all  the  unusual  situations  which 
have  arisen  in  the  past  twenty  years,  a 
legal  document  has  been  developed  which 
the  tenant,  in  most  cases,  neither  under¬ 
stands  nor  reads.  In  many  cases  this  docu¬ 
ment  has  created  the  impression  that  the 
agreement  is  a  standard  form  which  the 
tenant  must  sign,  without  correction  or 
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change  and  without  consideration  to  what¬ 
ever  individual  rights  may  be  his.  It  has 
thus  been  a  natural  consequence  that  the 
tenant  resents  this  duress  to  which  he 
has  been  subjected.  This  resentment  often 
distills  itself  into  pure  determination  to 
take  a  retaliating  advantage  when  occa¬ 
sion  arises.  As  for  occasions,  they  simply 
cannot  be  avoided.  There  is  always  a  day 
of  reckoning,  for  leases  do  expire. 

A  Recommendation  to  Realtors 

A  general  perusal  of  the  new  lease  form 
discloses  an  attempt  to  phrase  the  provi¬ 
sions  in  simple  language.  For  all  basic  re¬ 
lations  between  the  landlord  and  the  ten¬ 
ant,  the  proposed  lease  form  affords  ample 
protection  to  the  landlord.  An  examina¬ 
tion  of  the  form  gives  the  person  reading 
it  the  sense  that  the  rights  of  both  parties 
to  the  agreement  have  been  considered  in 
its  drafting.  Unless  contracts  accomplish 
this,  they,  in  the  long  run,  defeat  their 
purpose.  It  is  the  spirit  back  of  the  agree¬ 
ment  that  is  of  importance.  No  written 
contract,  however  carefully  drawn,  can 
compete  with  an  understanding  based 
upon  mutual  confidence.  As  a  step  in  the 
right  direction,  the  author  earnestly 
urges  the  fraternity  to  adopt  the  new  form 
without  alteration. 

If  each  property  owner  retains  his  at¬ 
torney  to  examine  the  new  form  carefully, 
suggestions  and  changes  will  be  recom¬ 
mended  and,  if  accepted,  will  bring  the 
new  form  back  to  the  present  “accepted 
agreement.”  The  new  lease  form  should 
be  considered  only  upon  the  basis  of  pro¬ 
tecting  the  landlord  on  his  basic  rights, 
with  the  intent  of  having  agreements  in 
which  not  only  the  landlord’s  rights  have 
been  considered  in  all  possible  legal  con¬ 
tingencies  but  also  the  rights  of  the  ten¬ 
ant.  It  is  the  author’s  belief  that  those 


who  drafted  the  new  lease  form  had  this 
point  in  mind  and  that  it  is  a  fair  and 
equitable  expression  of  this  principle. 

Will  the  Real  Estate  Fraternity 
Accept  ? 

Efforts  have  been  made  to  persuade  the 
New  York  realty  field  to  adopt  the  “new 
lease.”  The  form  has  been  called  to  the 
attention  of  virtually  all  important  figures 
in  the  fraternity,  along  with  the  sugges¬ 
tion  of  its  broader  implications.  Those  to 
whom  realty  looks  for  its  cues  are  gener¬ 
ally,  at  the  moment,  unsympathetic.  They 
appear  loath  to  give  up  a  form  upon  which 
so  much  effort  has  been  spent  on  behalf 
of  the  landlord.  This  is  a  worthy  attitude, 
but  there  must  come  the  realization  that 
it  is  outmoded  in  an  age  which  caters  to 
the  consumer,  the  public,  the  masses,  or 
what  you  will. 

There  is  also  the  objection  of  loss  of 
prestige  and  revenue  in  using  a  contract 
with  which  the  larger  trade  organizations 
are  not  clearly  identified.  As  a  practical 
matter,  this  loss  need  not  take  place.  We 
must  realize  that  little  is  sacrificed  in  giv¬ 
ing  the  other  fellow  (in  this  case  a  Com¬ 
mittee  on  Law  Reform)  credit  for  an  idea 
or  a  piece  of  work  which  benefits  us. 

Thus  far,  responses  to  efforts  on  behalf 
of  the  foiin  have  been  not  too  encouraging. 

The  new  apartment  lease  form  was 
drawn  by  the  Committee  of  Law  Reform 
(Mr.  John"  G.  Jackson,  Chairman)  of  the 
Association  of  the  Bar  of  the  City  of  New 
York.  Credit  for  the  work  goes  largely  to 
Raymond  E.  Burdick  and  Charles  H. 
Meyer.  It  was  approved  on  February  11, 
1936,  by  the  Bar  Association.  A  period  of 
grace  was  then  allowed  for  submission  of 
proposed  amendments  prior  to  formal 
“promulgation,”  and  on  April  13,  1936, 
the  Law  Journal  published  the  lease  in  its 
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final  form.  Its  reception  was  cool,  and  its 
exponents  found  it  necessary  to  lay  siege 
to  the  prejudices  which  blocked  its  adop¬ 
tion.  There  has  been  talk  of  a  compre¬ 
hensive  conference  to  persuade  the  leading 
figures  of  New  York  realty  to  endorse  and 
adopt  the  form,  or  at  least  to  modify  that 
which  is  presently  in  general  use.  Failing 
in  this,  the  Association  may  press  for  leg¬ 
islation  to  eliminate  clauses  presently  em¬ 
ployed  which  it  believes  to  be  one-sided. 

Comparative  Analysis 

According  to  the  authors  of  the  new 
form,  a  comparison  of  some  of  the  clauses 
appealing  in  the  apartment  lease  form 
in  general  use  in  New  York  City  with 
corresponding  clauses  in  the  Bar  Associa¬ 
tion  form  discloses  the  following  differ¬ 
ences  : 

The  common  form  of  lease  contains  a  clause 
exempting  the  landlord  from  all  liability  for 
damage  to  the  person  or  property  of  the  ten¬ 
ant,  even  where  such  damage  is  caused  by  the 
direct  and  affirmative  negligence  of  the  land¬ 
lord  or  his  agents. 

The  Bar  form  exempts  the  landlord  from  lia¬ 
bility  only  where  the  injury  or  damage  occurs 
within  the  apartment  and  where  it  appears 
that  the  landlord  had  no  actual  knowledge  of 
the  defect  which  caused  the  damage  and  did 
not  affirmatively  contribute  to  it. 

The  common  form  obligates  the  tenant,  at 
his  own  expense,  to  make  all  needed  repairs 
and  decorations  in  his  apartment. 

The  Bar  form  requires  that  the  tenant  take 
good  care  of  the  apartment  and  make  only  such 
repairs  as  are  necessitated  by  the  fault  of  him¬ 
self  or  his  family. 

The  common  form  provides  that  if  the  land¬ 
lord  shall  deem  the  person  or  conduct  of  the 
tenant  or  his  guests  objectionable  and  shall 
give  a  three-day  notice  of  termination  to  the 
tenant,  or  if  the  tenant  fails  to  move  into  the 
apartment  within  fifteen  days  after  the  lease 
term  commences,  or  if  the  apartment  is  vacated 
(of  which  fact  the  landlord  is  made  sole  judge), 
and  in  certain  other  events,  the  landlord  may. 


without  notice,  re-enter  and  remove  any  prop¬ 
erty  of  the  tenant  therein  and  compel  the  ten¬ 
ant  to  pay  rent  for  the  balance  of  the  lease 
term,  togrether  with  the  landlord’s  expenses. 

The  Bar  form  provides  that  when  the  tenant 
is  deemed  objectionable,  the  landlord  must  give 
the  tenant  notice  thereof,  and  if  the  objection¬ 
able  practices  are  not  stopped  in  ten  days,  then 
the  landlord  may  serve  a  five-day  notice  of  ter¬ 
mination,  following  which  the  landlord  may  re¬ 
enter  and  hold  the  tenant  for  the  balance  of 
the  term. 


The  common  form  requires  the  tenant  to 
comply  with  all  orders  of  municipal  depart¬ 
ments  requiring  changes  or  alterations  at  his 
own  expense. 

The  Bar  form  does  not  require  the  tenant  to 
make  changes  at  his  own  expense,  except  where 
the  condition  complained  of  was  created  by  the 
fault  of  the  tenant.. 

The  common  form  provides  that  all  additions 
and  improvements  made  by  the  tenant  become 
the  property  of  the  landlord. 

The  Bar  form  limits  this  to  cases  where  the 
tenant’s  improvements  cannot  be  removed  with¬ 
out  material  injury  to  the  premises. 

The  common  form  prohibits  any  assignment 
or  subletting  by  the  tenant  without  the  written 
consent  of  the  landlord. 

The  Bar  form  adds  to  this  provision  that  such 
consent  of  the  landlord  will  not  be  withheld 
unreasonably. 

The  common  form  provides  that  the  parties 
will  waive  a  jury  trial  in  any  action  arising  out 
of  the  lease. 

The  Bar  form  omits  this  waiver. 

The  common  form  provides  that  any  attor¬ 
ney’s  fees  incurred  by  the  landlord  in  bringing 
or  defending  any  action,  instituted  by  reason  of 
a  default  of  the  tenant,  shall  be  deemed  addi¬ 
tional  rent  and  be  paid  by  the  tenant  on  the 
first  day  of  the  next  following  month.  No  re¬ 
ciprocal  provision  as  to  payment  of  the  attor¬ 
ney’s  fees  incurred  by  the  tenant  is  set  forth. 

The  Bar  form  contains  no  provision  as  to 
payment  of  attorney’s  fees. 

Following  is  the  text  of  the  contract  un¬ 
der  discussion: 


Apartment  Lease  Form, 
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LEASE,  made  the  day  of  ,19  ,  between 

hereinafter  called  the  Landlord,  and 
hereinafter  called  the  Tenant. 

WITNESSETH:  The  Landlord  hereby  leases  to  the  Tenant,  Apartment  on  the 

floor,  in  premises  Borough  of  , 

City  of  New  York,  to  be  used  as  a  private  dwelling  apartment,  and  not  otherwise,  for  a  term  to  com¬ 
mence  19  ,  and  to  end  19  , 

unless  sooner  terminated  as  hereinafter  provided,  at  the  annual  rent  of 


payable  in  equal  monthly  installments  in  advance  on  the  first  day  of  each  calendar  month  during  the 
term,  the  first  of  said  installments  to  be  paid  on  the -signing  of  this  lease. 


The  parties  hereto  further  agree  as  follows: 

1st.  The  Tenant  will  pay  the  rent  as  herein  pro¬ 
vided. 

2nd.  The  Tenant  will  take  good  care  of  the 
leased  premises,  fixtures  and  appurtenances,  and 
suffer  no  waste  or  injury;  make  all  repairs  to  the 
leased  premises,  flxtures  and  appurtenances  neces¬ 
sitated  by  the  fault  of  the  Tenant,  his  family, 
guests,  servants,  assignees  or  under-tenants:  con¬ 
form  to  all  laws,  orders  and  regulations  of  the 
Federal,  State  or  Municipal  government,  or  of  any 
of  their  departments,  and  regulations  of  the  new 
York  Board  of  Fire  Underwriters,  applicable  to  the 
leased  premises,  but  shall  not  be  required  to  make 
any  expenditure  to  comply  therewith  unless  neces¬ 
sitated  by  his  fault;  and  save  harmless  the  Land¬ 
lord  from  any  liability  arising  from  injury  to  per¬ 
son  or  property  caused  by  any  act  or  omission  of 
the  Tenant,  his  family,  guests,  servants,  assignees 
or  under-tenants;  repair  at  or  before  the  end  of 
the  term,  all  Injury  done  by  the  installation  or  re¬ 
moval  of  furniture  and  other  property;  and  at  the 
end  of  the  term,  surrender  the  leased  premises  in 
as  good  condition  as  they  were  at  the  beginning  of 
the  term,  reasonable  wear  and  damage  by  the  ele¬ 
ments  excepted. 

3rd.  The  Tenant  will  not,  without  the  Landlord’s 
written  consent,  make  any  alteration  in  the  leased 
premises,  and  will  not  deface  or  permit  the  defac¬ 
ing  of  any  part  of  the  leased  premises;  will  not  do 
or  suffer  anytfiing  to  be  done  on  the  leased  prem¬ 
ises  which  will  increase  the  rate  of  fire  Insurance 
on  the  building;  will  not  use  any  shades,  awnings 
or  window  guards,  except  such  as  shall  be  approved 
by  the  Landlord;  will  not  keep  or  harbor  any 
animal  in  tfie  leased  premises  without  first  obtain¬ 
ing  the  written  consent  of  the  Landlord;  will  not 
permit  the  accumulation  of  waste  or  refuse  matter; 
and  will  not  assign  this  lease  or  underlet  the  leased 
premises  or  any  part  thereof  without  the  Land¬ 
lord’s  written  consent,  which  consent  shall  not  un¬ 
reasonably  be  withheld. 

4th.  The  Tenant  will  observe  and  comply  with 
such  reasonable  rules  as  the  Landlord  may  pre¬ 
scribe  on  written  notice  to  the  Tenant  for  the 
safety,  care  and  cleanliess  of  the  building,  and  the 
comfort,  quiet  and  convenience  of  other  occupants 
of  the  building. 

5th.  The  Landlord  shall  have  the  privilege  of 
furnishing  the'  electric  current  consumed  at  the 
leased  premises,  and  current  so  furnished  shall  be 
paid  for  by  the  Tenant  at  the  rate  charged  for  simi¬ 
lar  consumption  by  the  local  public  utility  com¬ 
pany.  If  the  Landlord  furnishes  the  Tenant  with 
telephone  service  the  Tenant  shall  pay  for  each 
call  at  the  rate  established  by  the  Landlord,  but 
the  Tenant  shall  not  be  precluded  from  obtaining 


telephone  service  direct  from  the  telephone  com¬ 
pany.  Charge^  for  electric  current  and  telephone 
service  shall  be  deemed  additional  rent,  and  for 
nonpayment  of  same  the  Landlord  shall  have  the 
same  remedies  as  for  nonpayment  of  the  fixed  rent. 

6th.  In  case  of  damage  by  fire  to  the  building  in 
which  the  leased  premises  are  located,  without  the 
fault  of  the  Tenant,  if  the  damage  is  so  extensive 
as  to  amount  practically  to  the  total  destruction  of 
the  leased  premises  or  of  the  building,  or  if  the 
Landlord  shall  within  a  reasonable  time  decide  to 
rebuild,  this  lease  shall  cease  and  come  to  an  end, 
and  the  rent  shall  be  apportioned  to  the  time  of 
the  damage.  In  all  other  cases  where  the  leased 
premises  are  damaged  by  fire  without  the  fault  of 
the  Tenant,  the  Landlord  shall  repair  the  damage 
with  reasonable  dispatch,  and  if  the  damage  has 
rendered  the  premises  untenantable,  in  whole  or  In 
part,  there  shall  be  an  apportionment  of  the  rent 
until  the  damage  has  been  repaired.  In  determining 
what  constitutes  reasonable  dispatch  consideration 
shall  be  given  to  delays  caused  by  strikes,  adjust¬ 
ment  of  insurance  and  other  causes  beyond  the 
Landlord’s  control. 

7th.  If  the  leased  premises,  or  any  part  thereof, 
are  taken  by  virtue  of  eminent  domain,  this  lease 
shall  expire  on  the  date  when  the  same  shall  be  so 
taken,  and  the  rent  shall  be  apportioned  as  of  said 
date.  No  part  of  any  award,  however,  shall  belong 
to  the  Tenant. 

8th.  If  the  Tenant  defaults  in  the  performance 
of  any  of  the  covenants  or  conditions  herein  con¬ 
tained,  other  than  the  covenants  to  pay  rent,  or  if 
any  conduct  of  the  Tenant  or  occupants  of  the 
leased  premises  shall  be  objectionable,  the  Landlord 
may  give  to  the  Tenant  ten  days’  written  notice 
thereof,  and  if  such  default  has  not  been  cured  or 
the  objectionable  conduct  stopped  within  said  ten 
day  period,  then  at  the  expiration  of  said  ten  days 
the  Landlord  may  give  the  Tenant  five  days’  notice 
of  the  termination  of  this  Lease,  and  at  the  expira¬ 
tion  of  said  five  days’  notice  the  term  of  this  lease 
shall  expire,  and  the  Tenant  shall  then  surrender 
the  leased  premises  to  the  Landlord,  but  the  Ten¬ 
ant  shall  remain  liable  as  hereinafter  provided.  In 
case  of  default  by  the  Tenant  in  the  payment  of 
rent,  or  if  the  ten  day  notice  above  provided  for 
shall  have  been  given  and  the  ten  day  period  shall 
have  elapsed  without  curing  such  default  or  stop¬ 
ping  the  objectionable  conduct,  and  the  five  day 
notice  above  provided  for  shall  have  been  given  and 
the  five  day  period  shall  have  elapsed,  or  if  the 
leased  premises  become  vacant  or  deserted,  the 
Landlord  may  at  any  time  thereafter  resume  poss¬ 
ession  thereof  by  any  lawful  means,  and  remove 
the  Tenant  or  other  occupants,  and  their  effects,  by 
dispossess  proceedings,  or  otherwise,  without  be¬ 
ing  liable  to  prosecution  or  damage  therefor,  and 
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hold  the  premises  as  if  this  lease  had  not  been 
made.  In  any  such  case,  the  Landlord  may  at  the 
Landlord’s  option  relet  the  premises  or  any  part 
thereof  as  agent  of  the  Tenant  or  otherwise,  and 
receive  the  rent  therefor,  applying  the  same  first  to 
the  payment  of  such  expenses  as  the  Landlord  may 
have  incurred  in  connection  with  said  resumption 
•of  possession  and  reletting,  including  brokerage, 
cleaning,  repairs,  and  decorations,  and  then  to  the 
payment  of  rent  and  performance  of  the  other 
covenants  of  the  Tenant  as  herein  provided;  and 
the  Tenant  agrees,  whether  or  not  the  Landlord 
has  relet,  to  pay  to  the  Landlord  the  rent  and 
other  sums  herein  agreed  to  be  paid  by  the  Tenant, 
less  the  proceeds  of  the  reletting,  if  any,  as  ascer¬ 
tained  from  time  to  time,  and  the  #iame  shall  be 
payable  by  the  Tenant  on  the  several  rent  days 
above  specified.  The  Tenant  hereby  waives  all  right 
of  redemption  to  which  the  Tenant  or  anj'  person 
claiming  under  the  Tenant  might  be  entitled  by 
any  law  now  or  hereafter  in  force. 

9th.  The  failure  of  either  party  to  insist  in  any 
instance  on  strict  performance  of  any  covenant 
hereof,  or  to  exercise  any  option  herein  contained, 
shall  not  be  construed  as  a  waiver  of  such  covenant 
or  option  in  any  other  instance.  Xo  modification  of 
any  provision  hereof  and  no  cancellation  or  sur¬ 
render  hereof  shall  be  valid  unless  in  writing,  and 
signed  by  the  parties. 

10th.  If  this  lease  is  assigned  by  the  Tenant,  or 
the  leased  premises  are  underlet  or  occupied  by 
anybody  other  than  the  Tenant,  the  Landlord  may 
collect  rent  from  the  assignee,  under-tenant  or  oc¬ 
cupant,  and  apply  the  net  amount  collected  to  the 
rent  herein  reserved,  and  no  such  collection  shall  be 
deemed  a  waiver  of  the  covenant  herein  against 
assignment  and  underletting,  or  the  acceptance  of 
such  assignee,  under-tenant  or  occupant  as  Tenant, 
or  a  release  of  the  Tenant  from  further  perform¬ 
ance  of  the  covenants  herein  contained. 

11th.  This  lease  shall  be  subject  and  subordinate 
at  all  times  to  the  lien  of  existing  mortgages  and 
of  mortgages  which  hereafter  may  be  made  a  lien 
on  the  premises.  The  Tenant  will  execute  and  de¬ 
liver  such  fu*'ther  instruments  subordinating  this 
lease  to  the  lien  of  any  such  mortgages  as  shall 
be  desired  by  any  mortgagee.  The  Tenant  hereby 
appoints  the  Landlord  his  attorney  in  fact,  irrevo¬ 
cably,  to  execute  and  deliver  any  such  instrument 
for  the  Tenant. 

12th.  All  Improvements  made  by  the  Tenant  to 
the  leased  premises  which  are  so  attached  to  the 
freehold  that  they  cannot  be  removed  without  ma¬ 
terial  injury  to  the  premises,  shall  become  the 
property  of  the  Landlord. 


13th.  Any  notice  by  either  party  to  the  other 
shall  be  in  writing  and  shall  be  deemed  to  be  duly 
given  only  if  delivered  personally  or  mailed  by  re¬ 
gistered  mail  in  a  postpaid  envelope  addressed  (a) 
if  to  the  Tenant,  at  the  building  in  which  the  leased 
premises  are  located,  and  (b)  if  to  the  Landlord,  at 
the  address,  if  any,  noted  on  the  lease,  or,  if  none, 
then  to  the  leased  premises,  provided,  however, 
that  if  either  party  admit,  either  in  writing  or 
under  oath,  the  receipt  of  notice,  evidence  of  serv¬ 
ice  in  accordance  herewith  shall  not  be  neccessary. 

14th.  The  Landlord  shall  not  be  liable  for  dam¬ 
age  or  injury  to  person  or  property  occurring 
within  the  leased  premises,  unless  the  Landlord 
had  knowledge  of  the  condition  causing  such  dam¬ 
age  or  injury  a  sufficient  time  before  the  occurrence 
of  such  damage  or  injury  reasonably  to  have  en¬ 
abled  the  Landlord  to  correct  such  condition,  or 
unless  such  damage  or  injury  is  due  to  the  Land¬ 
lord's  affirmative  negligence. 

15th.  If  the  making  of  repairs  or  improvements 
to  the  building  or  its  appliances,  or  to  the  leased 
premises,  other  than  those  made  at  the  Tenant’s 
request,  shall  render  the  leased  premises  untenant¬ 
able  in  whole  or  in  part,  there  shall  be  a  propor¬ 
tionate  abatement  of  the  rent  during  the  period 
of  such  untenantability. 

16th.  During  the  four  months  prior  to  the  ex¬ 
piration  of  the  term,  applicants  shall  be  admitted 
at  all  reasonable  hours  of  the  day  to  view  the 
premises  until  rented;  and  the  Landlord  and  its 
agents  shall  be  permitted  at  any  time  during  the 
term  to  examine  the  leased  premises  at  any  reason¬ 
able  hour;  and  workmen  may  enter  at  any  time 
when  authorized  by  the  Landlord  to  facilitate  re¬ 
pairs  in  any  part  of  the  building;  and  if  the  Tenai  t 
shall  not  be  personally  present  to  permit  any  such 
permissible  entry  into  the  premises,  the  Landlord 
may  enter  same  by  a  master  key,  or  forcibly,  with¬ 
out  being  liable  in  damages  therefor  and  without 
affecting  the  obligations  of  the  Tenant  hereunder. 

17th.  Neither  party  has  made  any  representa¬ 
tions  or  promises,  except  as  contained  herein,  or 
in  some  further  writing  signed  by  the  party  mak¬ 
ing  such  representation  or  promise. 

18th.  The  Landlord  covenants  that  the  Tenant, 
on  paying  the  rent  and  performing  the  covenants 
hereof,  shall  and  may  peaceably  and  quietly  have, 
hold  and  enjoy  the  leased  premises  for  the  term 
herein  mentioned. 

19th.  The  provisions  of  this  lease  shall  bind  and 
enure  to  the  benefit  of  the  Landlord  and  the  Ten¬ 
ant,  and  their  respective  successors,  legal  repre¬ 
sentatives  and  assigns. 


IN  WITNESS  WHEREOF,  the  parties  hereto  have  signed  and  sealed  this  instrument,  the  day 
and  year  above  written. 


. (L.  S.) 

Landlord 

. (L.  S.) 

Tenant 


In  the  presence  of: 


Having  presented  the  new  lease  form 
and  its  history,  let  us  return  to  the  reas¬ 
ons  for  its  adoption. 

Relinquishing  a  selfish,  apparent  advan¬ 


tage  in  favor  of  a  just  principle  is  sounder 
policy  in  the  long  run  than  perpetuating 
an  absence  of  confidence  and  lack  of  regard 
by  one’s  consuming  public.  This  is  axio- 
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matic.  Yet  the  real  estate  field  seems  not 
as  yet  to  have  grasped  this  commercial 
truth.  It  is  not  that  realty  is  more  back¬ 
ward  than  other  industry,  but  that  the 
forces  making  for  reform  have  not  as  yet 
been  felt  with  the  same  pressure  as  else¬ 
where.  This  is  due  in  part  to  an  absence 
of  alert  competition  and  partly  to  inertia 
in  the  case  of  the  public. 

There  are  indications,  however,  that  this 
situation  will  not  long  prevail.  The  more 
enterprising  owners  and  agents  are  coming 
gradually  to  recognize  that  an  understand¬ 
ing  of  public  reaction  is  a  specialty  with 
which  they  are  but  superficially  acquaint¬ 
ed  and  are  seeking  the  counsel  of  experts 
in  the  art  of  obtaining  the  most  favorable 
monetary  response  from  the  consumer. 
This  development  is  taking  place  particu¬ 
larly  where  the  policies  of  operation  are 
intimately  bound  up  with  those  of  the 
basic  nature  of  the  business  at  large,  as 
in  the  case  of  insurance  companies, 
financial  institutions,  church  groups,  and 
so  forth,  who  today  are  large  holders  of 
property.  An  equally  important  infiuence 
toward  change  is  the  education  of  the 
masses  in  the  power  of  solidarity  and 
group  action  and  the  trend  toward  a  more 
gracious  mode  of  living. 

.  With  an  administration  committed  to  a 
“new  deal”  for  the  benefit  of  the  public 
at  large,  little  doubt  should  be  left  in 
the  minds  of  forward-looking  Realtors  as 
to  the  hazard  growing  out  of  deep-rooted 
animus  and  the  imposition  of  precipitous 


rental  increases.  The  situation  is  fraught 
with  danger,  and  initiative  must  be  taken 
by  the  more  enlightened  Realtors  to 
correct  it. 

The  time  has  long  since  passed  when 
we  may  ape  the  railroad  policy  with  its 
classic,  “The  public  be  damned!”  We 
must  take  a  cue  from  the  costly  experi¬ 
ence  of  the  Vanderbilt  interests  before  it 
is  too  late  and  actively  engage  the  sym¬ 
pathetic  understanding  of  our  “public.” 
The  landlord  must  do  much  of  a  positive 
nature  to  correct  the  discredit  in  which  he 
presently  stands  in  some  communities. 
He  must  cease  to  incite  the  ill-will  of  those 
who  support  his  business  and  must  invite 
their  friendliness.  The  voluntary  adoption 
by  real  estate  at  large  of  a  form  of  lease 
known  to  have  been  drawn  by  a  disinter¬ 
ested  group  seeking  to  avoid  useless  fric¬ 
tion  appears  to  the  author  to  be  the  first 
step  in  what  should  be  an  organized  cam¬ 
paign  to  raise  tenant  treatment  to  a  level 
consistent  with  the  present-day  policy  in 
industry  at  large  of  currying  the  favor  of 
the  consumer. 

Employed  with  a  suitable  rider  which 
might  be  appended  to  the  tenant’s  copy, 
the  lease  becomes  an  ambassador  of  good¬ 
will,  and  it  is  not  difficult  to  envisage  the 
glow  of  confidence  which  must  result  to 
the  benefit  of  the  landlord.  Here  is  such 
a  rider,  emphasizing  the  spirit  in  which 
the  landlord  embarks  on  the  new  contrac¬ 
tual  relationship: 


Suggested  Rider: 

This  lease  form  which  we  present  to  you  for  your  signature  is  not  ordinary.  It  has  been  drawn 
with  the  purpose  of  simplifying  the  written  understanding  between  tenant  and  landlord  and  to  supply 
an  agreement  which  would,  in  so  far  as  possible,  be  objective  and  equitable  to  both  parties. 

The  employment  of  this  form  is  a  source  of  gratification  to  us.  It  is  an  evidence  of  our  friendly 
attitude  toward  those  we  are  privileged  to  number  amongst  our  tenants. 

You  may  sign  this  lease  with  confidence.  There  are  no  “jokers”  obscurely  buried  within  it. 
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This  might  appear  a  rather  lengthy  ar-  proper  appreciation  extended  to  the  Bar 
gument  over  the  language  of  a  contract.  Association  and  that  this  will  constitute 
It  must  be  looked  upon,  however,  as  of  far  the  first  constructive  step  in  an  organized 
greater  significance.  It  is  an  appeal  for  program  to  capture  and  hold  public  regard 
enlightened  self-interest  by  real  estate.  It  by  a  conscientious  attitude  and  by 
is  the  author’s  hope  that  this  new  lease  performance. 
form  will  be  embraced  by  realty  with 
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By  Andrew  C.  Hamilton 


Each  morning  you  catch  the  train  at 
the  accustomed  time,  knowing  that 
upon  presenting  your  commutation 
ticket  to  the  guard  you  will  be  transported 
safely  and  quickly  to  the  city  in  accordance 
with  the  published  schedule  of  the  railroad. 
You  step  into  your  office,  confident  that 
you  can  carry  on  the  work  of  the  day  in 
these  quarters,  for  you  have  paid  the  rent, 
and  the  term  of  your  lease  has  not  yet  ex¬ 
pired.  You  examine  and  approve  the  ac¬ 
ceptance  of  bids  for  supplying  coal  and  fuel 
oil  for  the  properties  you  are  managing, 
for  decorating  apartments,  for  altering 
store  fronts — with  confidence  that  the  coal 
and  oil  will  be  supplied,  the  apartments 
decorated,  the  store  fronts  altered.  Your 
commutation  ticket  and  the  train  schedule, 
your  office  lease,  the  accepted  bids  for  fur¬ 
nishing  you  with  material  and  services — 
each  is  a  contract,  a  promise,  to  which  the 
law  attaches  legal  obligation,  for  the  per¬ 
formance  of  which  the  law  recognizes  a 
duty,  for  the  breach  of  which  the  law  gives 
you  a  remedy. 

Just  try  to  visualize  a  business  world  in 
which  you  could  not  rely  upon  this  enforce¬ 
ability  of  certain  kinds  of  promises — in 
which  you  could  not  look  ahead  with  some 
degree  of  security  as  to  the  future.  The  so- 
called  “sanctity”  of  contracts  is  not  an 
antiquated  legalistic  concept — it  is  an  in¬ 
dispensable  basis  for  every  business  activ¬ 
ity  above  the  level  of  barter  in  an  African 
market  place. 

Moreover,  the  laws  of  agency,  surety¬ 
ship,  sales,  negotiable  instruments,  corp¬ 
orations,  partnerships,  landlord  and  ten¬ 
ant,  and  conveyancing  are  all,  in  a  sense. 

This  article  is  one  of  a  series  adapted  from  the 
material  developed  for  the  Case-Study  Courses  in 
Real  Estate  Management  offered  at  the  Univer¬ 
sity  of  Chicago  in  the  Summer  of  1936. 


specialized  fields  of  contract  law — they 
relate  to  particular  kinds  of  enforceable 
agreements  concerning  which  there  have 
been  developed  laws  adapted  to  the  peculiar 
conditions  surrounding  them. 

A  contract  has  been  defined  as  “an  agree¬ 
ment  enforceable  by  law.”  A  more  complete 
definition  would  be  “an  agreement  between 
tw’^o  or  more  competent  persons  having  for 
its  purpose  a  legal  object,  wherein  both 
persons  agree  to  act  or  to  refrain  from 
acting  in  a  certain  manner.”  This  defini¬ 
tion  involves  four  elements,  all  of  which 
are  essential  in  every  contract : 

1.  Agreement — offer  and  acceptance. 

2.  Competent  parties. 

3.  Legal  object. 

4.  Mutuality — consideration. 

Agreement — Offer  and  Acceptance 

The  first  step  in  the  formation  of  any 
contract  is  quite  obviously  an  agreement 
between  the  contracting  parties,  a  “meet¬ 
ing  of  the  minds.”  It  can  be  reached  only 
after  one  of  the  parties,  called  the  offeror, 
has  made  a  definite  proposal — an  offer — to 
the  other  party,  who  is  called  the  offeree. 
An  offer  cannot  become  effective  until  it 
has  been  communicated  by  the  offeror,  or 
his  duly  authorized  agent  or  agency,  to  the 
offeree.  If  the  offeree  learns  of  the  offeror’s 
intentions  from  some  other  source,  no  ef¬ 
fective  offer  results. 

Thus,  suppose  Allen,  having  the  Jarvis 
Building  listed  with  him  for  renting,  wrote 
a  letter  to  Brown  offering  to  lease  him  the 
building  upon  certain  specified  terms.  Allen 
failed  to  mail  the  letter,  but  his  stenog¬ 
rapher,  who  knew  Brown,  told  Brown 
about  the  proposition  contained  in  the  un¬ 
sent  letter.  Brown  immediately  telephoned 
Allen  that  he  (Brown)  accepted  the  prop¬ 
osition.  There  was  no  contract;  the  offer 
had  not  been  properly  communicated. 
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Neither  will  an  offer  clearly  made  in  jest 
or  under  the  stress  of  unusual  excitement 
or  emotional  strain  result  in  a  contract  if 
accepted — because  the  offeree  is  not  rea¬ 
sonably  justified  in  relying  upon  it. 

An  offer  to  the  public  may  be  announced 
through  the  newspapers  and  periodicals  or 
the  posting  of  notices.  It  is  not  effective, 
however,  as  to  any  particular  individual 
until  he  actually  learns  that  the  offer  has 
been  made.  Many  communications  that 
invite  future  business  dealings  are  not  of¬ 
fers,  nor  are  they  intended  as  such;  they 
are  made  for  the  purpose  of  inducing  offers 
from  others.  Most  advertisements,  cata¬ 
logues,  and  circulars  are  of  this  nature. 

For  example,  a  listing  of  an  apartment 
in  the  classified  advertisements  of  the  Sun¬ 
day  paper  as  being  of  a  certain  description 
and  for  rent  at  a  stated  rental  does  not  con¬ 
stitute  an  offer  to  the  public — it  is  merely  a 
solicitation  for  offers  from  prospective  ten¬ 
ants  to  rent  the  described  apartment  at  the 
stipulated  price.  The  offer  comes  from  the 
prospective  tenant,  as  an  offeror,  to  the 
landlord,  or  his  rental  agent,  as  offeree — 
and  may  or  may  not  be  accepted  by  the 
landlord.  The  objections  to  making  an  ad¬ 
vertisement  so  definite  that  it  constitutes 
an  offer  which  may  be  accepted  by  any 
prospective  tenant  who  likes  the  apartment 
are  quite  apparent. 

A  mere  statement  of  price,  an  inquiry 
for  additional  information,  an  announce¬ 
ment  of  availability  of  goods  at  a  quoted 
figure — none  of  these  ordinarily  consti¬ 
tutes  an  offer.  Suppose  Allen  sent  this  tele¬ 
gram  to  Brown,  “Will  you  sell  Jones  es¬ 
tate  ?  If  so  please  state  lowest  cash  price.” 
Brown  replied  with  the  telegram,  “Lowest 
cash  price  twenty  thousand  dollars.” 
Neither  the  inquiry  nor  the  reply  consti¬ 
tutes  an  offer.  An  offer  must  be  definite  as 
to  all  terms  essential  to  the  deal,  and  it 
must  be  of  such  a  character  as  to  indicate 
an  intention  to  enter  into  a  contract. 


When  property  is  sold  at  public  auction, 
the  offer  is  made  by  the  bidder  and  accepted 
by  the  seller  when  the  auctioneer’s  hammer 
falls.  It  follows  that  the  seller  may  with¬ 
draw  his  property  from  sale  or  the  bidder 
may  withdraw  his  bid  at  any  time  before 
the  auctioneer  has  thus  concluded  the  sale. 
In  many  states,  when  an  auction  is  adver¬ 
tised  as  being  held  “without  reserve”  the 
seller  cannot  withdraw  his  property  from 
sale,  and  a  bidder  cannot  withdraw  a  bid 
when  once  made. 

When  an  individual  or  a  government 
agency  solicits  public  bids  for  construction 
work,  it  is  the  bidder  who  makes  the  offer. 
The  one  advertising  for  bids  may  reject 
any  of  them  or  all  of  them.  If  statutes  or 
regulations  provide  that  public  work  must 
be  let  to  the  “lowest  and  best  bidder,”  the 
courts  have  generally  held  that  the  offer  of 
the  lowest  responsible  bidder  must  be  ac¬ 
cepted,  or  else  all  bids  must  be  rejected. 

Generally  speaking,  it  can  be  said  that 
an  offer  properly  communicated  is  re¬ 
garded  as  being  continually  renewed  until 
it  is  revoked,  rejected,  or  accepted,  or  until 
it  lapses. 

An  offer  may  be  revoked  by  the  offeror 
at  any  time  before  it  has  been  accepted. 
This  remains  true  even  though  the  offeror 
may  have  told  the  offeree  that  the  offer 
would  be  held  open  for  a  specified  time  and 
even  though  the  offer  stipulates  that  it  may 
not  be  revoked  without  the  consent  of  the 
offeree.  The  only  method  of  being  certain 
that  an  offer  will  remain  open  and  not  be 
revoked  is  for  the  offeree  to  procure  an 
option  contract  from  the  offeror.  An  op¬ 
tion  is  actually  a  contract  to  hold  an  offer 
open  and  unrevoked  for  a  definite  period. 

Remember,  the  option  must  be  a  com¬ 
plete  contract  in  itself,  based  upon  a  con¬ 
sideration  paid  by  the  offeree.  The  fact 
that  in  case  of  acceptance  of  the  offer  the 
consideration  for  the  option  agreement 
may  apply  on  the  consideration  for  the 
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principal  contract  does  not  make  it  any  the 
less  adequate  consideration  for  the  option. 
If,  however,  the  offeror  receives  no  com¬ 
pensation  for  his  promise  to  keep  the  offer 
open,  it  may  be  revoked  at  any  time  before 
it  is  accepted,  no  matter  how  vehement  and 
reassuring  the  offeror  may  have  been.  Of 
course,  these  statements  all  apply  to  offers 
to  enter  into  leases  just  as  they  apply  to  an 
offer  to  enter  into  any  other  kind  of  con¬ 
tract. 

Revocation  of  an  offer  likewise  becomes 
effective  only  when  it  has  been  actually 
communicated  to  the  offeree.  It  must  be 
received  by  the  offeree.  Any  kind  of  notice 
is  sufficient,  no  matter  how  it  comes  to  the 
attention  of  the  offeree,  if  and  when  the 
offeree  actually  learns  that  the  offeror  has 
revoked  his  offer.  The  leasing  of  a  property 
to  another  person  would  be  an  effective 
revocation  of  an  offer  to  lease  the  premises 
to  the  offeree  if  the  offeree  learned  of  the 
signing  of  the  lease  with  the  other  person 
before  the  offeree  had  legally  accepted  the 
offer. 

An  offer  to  the  public  may  be  revoked  by 
giving  the  same  publicity,  in  general,  to  the 
revocation  as  was  given  to  the  offer. 

When  an  offer  is  rejected  by  the  offeree, 
it  automatically  lapses.  Any  attempt  of  the 
offeree  to  make  an  acceptance  which 
changes  the  terms  of  the  offer  is  legally  a 
rejection  of  the  offer,  and  the  attempted 
acceptance  constitutes  a  counter  offer 
made  by  the  original  offeree  to  the  original 
offeror. 

If  Allen  offers  Brown  $75.00  per  apart¬ 
ment  to  decorate  certain  apartments,  ac¬ 
cording  to  specifications,  and  Brown  re¬ 
plies  that  he  will  do  the  work  for  $85.00  per 
apartment,  then  Brown’s  reply  is  impliedly 
a  rejection  of  Allen’s  offer  and  a  counter 
offer  to  Allen  to  enter  into  the  contract 
upon  the  basis  of  $85.00  per  apartment. 
Suppose  Allen  rejects  the  counter  offer — 
Brown  cannot  then  accept  the  original 


offer  of  $75.00  per  apartment  unless  Allen 
sees  fit  to  renew  it,  for  the  $75.00  offer  was 
rejected  by  the  making  of  a  counter  offer. 

An  offer  communicated  in  lawful  man¬ 
ner  which  has  not  been  revoked,  rejected, 
or  accepted  does  not  remain  open  indefi¬ 
nitely.  If  the  offer  itself  provides  the 
period  during  which  it  is  to  continue,  it 
automatically  lapses  at  the  end  of  the 
period.  If  the  offeree  attempts  to  accept 
the  offer  after  that  period  has  passed,  the 
attempted  acceptance  is  merely  a  new  offer 
by  the  offeree.  If  the  offer  provides  no 
definite  period  during  which  it  is  to  con¬ 
tinue,  it  is  held  to  remain  open  for  a  reason¬ 
able  time.  The  facts  and  circumstances 
which  must  be  considered  in  determining 
what  is  a  reasonable  time  are:  the  nature 
of  the  property  involved,  the  situation  in 
which  the  offer  is  made,  the  relationship 
and  previous  dealings  of  the  parties,  and 
the  means  used  to  transmit  the  offer. 

It  is  obvious  that  at  the  time  the  contract 
is  consummated  both  the  offeror  and  the 
offeree  must  be  capable  of  making  an 
agreement — hence  the  death  or  insanity  of 
the  offeror  or  offeree  at  any  time  before  the 
contract  is  consummated  by  the  acceptance 
of  the  offer  causes  the  offer  to  lapse. 

Acceptance  of  an  offer  is  the  communi¬ 
cation  to  the  offeror  by  the  offeree  of  the 
offeree’s  willingness  to  do  that  which  the 
offeror  proposes — ^to  be  bound  by  the  terms 
of  the  offer.  In  order  to  create  a  contract, 
the  acceptance  must  be  unconditional  and 
must  comply  strictly  with  the  terms  of  the 
offer.  If  the  offer  stipulates  the  manner  in 
which  the  acceptance  is  to  be  made,  then 
the  acceptance  must  be  made  in  that  man¬ 
ner.  However,  mere  silence  of  itself  does 
not  amount  to  an  acceptance,  even  though 
the  offeror  may  have  stated  in  his  offer  that 
a  failure  to  receive  a  reply  from  the  offeree 
would  be  regarded  as  an  acceptance  of  the 
offer.  Only  the  person  to  whom  the  offer  is 
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made  can  accept  the  offer.  An  offer  cannot 
be  assigned. 

The  acceptance  of  an  offer  becomes  ef¬ 
fective  when  it  is  communicated  to  the 
offeror.  In  almost  all  states  an  acceptance 
is  regarded  as  having  been  communicated 
as  soon  as  the  offeree  places  his  acceptance 
with  the  means  of  communication  used  by 
the  offeror.  The  acceptance  becomes  effect¬ 
ive  as  of  that  time  whether  or  not  it  ever 
reaches  its  destination,  provided  the  letter 
or  message  is  properly  addressed  and  ordi¬ 
nary  precautions  have  been  taken  by  the 
offeree  to  effect  accurate  transmission. 
Thus,  if  the  offeror  makes  his  offer  by  mail, 
he  impliedly  authorizes  the  use  of  the  post 
office  as  his  agency  to  receive  and  transmit 
the  acceptance,  and  the  acceptance  is  ef¬ 
fective  as  soon  as  it  is  mailed.  Similarly, 
an  offer  communicated  by  telegram  may  be 
accepted  by  sending  a  telegraphic  accept¬ 
ance.  Of  course,  if  the  offer  stipulates  the 
means  to  be  used  to  communicate  the  ac¬ 
ceptance,  then  the  stipulated  means  must 
be  employed. 

What  is  the  effect  of  attempting  to  com¬ 
municate  the  acceptance  by  means  other 
than  that  impliedly  authorized  by  the 
terms  of  the  offer?  Such  action  merely 
places  the  risk  of  delay  and  failure  of 
transmission  upon  the  offeree — the  accept¬ 
ance  does  not  become  legally  effective  and 
is  not  regarded  as  having  been  communi¬ 
cated  until  it  actually  comes  to  the  notice  of 
the  offeror. 

Consider  a  few  typical  cases  involving 
the  time  and  validity  of  acceptance. 

On  June  15  Allen  offered,  by  mail,  to  sell 
his  store  building  to  Brown  for  $10,000.  On 
June  17  Brown  mailed  his  acceptance 
which  reached  Allen’s  office  on  June  19.  On 
June  18  Allen  died.  May  Brown  force 
specific  performance  of  the  contract  by  the 
administrator  of  Allen’s  estate?  Surely. 
The  acceptance  was  regarded  as  communi¬ 
cated  on  June  17,  while  Allen  was  still 


alive.  Allen  became  a  party  to  a  binding 
and  enforceable  contract  before  he  died. 
Suppose  Brown  had  chosen  to  send  his  ac¬ 
ceptance  by  telegram  and  the  message  had 
been  delayed  in  transmission  so  that  it  did 
not  reach  Allen’s  office  until  June  19?  Then, 
there  would  have  been  no  contract — for  at 
the  time  of  Allen’s  death  on  June  18  the 
acceptance  had  not  yet  been  communicated 
so  as  to  become  legally  effective;  there 
would  have  been  merely  an  unaccepted  of¬ 
fer,  and  the  death  of  Allen  would  have 
caused  that  offer  to  lapse. 

Allen  ordered  goods  from  the  Brown 
Company  and  received  in  reply  a  card  ac¬ 
knowledging  the  order  and  saying  that  the 
order  would  receive  prompt  and  careful 
attention.  Later  the  Brown  Company  re¬ 
fused  to  ship  the  goods.  The  court  held 
that  the  card  did  not  constitute  an  accept¬ 
ance  because  its  language  was  too  indefi¬ 
nite. 

Allen  advertised  for  bids  on  a  certain 
construction  job.  Brown  submitted  the 
lowest  bid.  Allen  telegraphed  Brown,  “You 
are  the  lowest  bidder.  Come  on  down.” 
This  telegram  was  held  by  a  court  not  to 
be  an  acceptance  of  the  bid — merely  an  in¬ 
vitation  to  Brown  to  come  down  and  dis¬ 
cuss  the  bid. 

The  Four  Oil  Company  offered  to  sell  to 
the  United  Oil  Producers  crude  petroleum 
of  a  guaranteed  gravity  of  not  less  than 
fifteen  degrees  Beaume  at  a  price  of  521/2 
cents  per  barrel  f.o.b.  Bakersfield.  In  reply 
to  the  offer,  the  United  Oil  Producers 
wrote,  “We  accept  your  proposition.  The 
gravity  of  the  oil  is  to  be  fifteen  degrees 
Beaume,  as  you  state ;  but  we  wish  this  dis¬ 
tinctly  understood  under  this  agreement  to 
be  fifteen  degrees  Beaume  at  a  temperature 
of  sixty  degrees  Fahrenheit.’’  The  Four  Oil 
Company  contended  that  there  was  no  con¬ 
tract.  The  court  sustained  this  contention 
for  the  reason  that  the  attempted  accept¬ 
ance  was  conditional  and  demanded  in  the 
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contract  a  term  not  contained  in  the  origi¬ 
nal  offer.  The  attempted  acceptance  was  a 
new  offer  by  the  United  Oil  Producers. 

This  discussion  has  been  confined  to  bi¬ 
lateral  offers  and  their  acceptance.  A  bi¬ 
lateral  offer  is  one  which  requires  for  its 
acceptance  a  promise  on  the  part  of  the 
offeree. 

A  unilateral  offer  is  one  that  calls  for  the 
completion  of  some  act  by  the  offeree  be¬ 
fore  a  contract  is  formed.  For  example,  “I 
will  give  you  $100  if  you  will  swim  across 
the  Chicago  river  in  your  dress  suit  dur¬ 
ing  the  noon  hour  rush."  No  contract 
results  from  a  promise  to  swim  the  river 
thus.  There  is  a  binding  contract  to  pay 
the  $100  only  when  the  river  has  thus 
been  swum ;  until  then  there  is  only  a  uni¬ 
lateral  offer — which  may  be  withdrawn  at 
any  time  before  the  acceptance  is  made  by 
the  completion  of  the  act,  even  though  the 
swimmer  may  be  at  that  moment  in  the 
middle  of  the  river.  The  offeree  may  have 
spent  time  and  money  in  partially  perform¬ 
ing  the  act  before  the  offer  is  withdrawn ; 
nevertheless,  he  has  no  recourse  against 
the  offeror  unless  his  partial  performance 
has  in  some  way  benefited  the  offeror,  and 
even  then  he  may  recover  only  the  reason¬ 
able  value  of  the  benefit  conferred  upon  the 
offeror.  The  dangers  inherent  in  dealing 
upon  the  basis  of  unilateral  offers  are  such 
as  to  make  it  wise  to  avoid  them  except 
when  necessary  to  protect  an  offeror. 

Mutuality — Consideration 

During  the  early  history  of  contract  law 
the  only  agreements  which  a  court  would 
enforce  were  those  entered  into  under  cer¬ 
tain  defined  formalities.  It  w^as  the  writ¬ 
ing,  signed  and  under  seal,  that  made  the 
agreement  enforceable — no  seal,  no  remedy 
in  court.  Then,  in  the  fifteenth  century,  the 
doctrine  of  consideration  was  developed, 
the  idea  that  the  substance  rather  than  the 
form  was  the  concern  of  the  court.  This 
doctrine  made  possible  the  enforcement  of 


an  oral  promise.  In  a  very  few  states  the 
seal,  usually  only  a  scroll  or  the  letters 
“L.  S.,”  is  still  effective,  but  in  the  great 
majority  of  the  states  a  seal  is  at  the  most 
merely  presumptive  evidence  of  considera¬ 
tion.  Some  state  courts  still  hold  that  a  con¬ 
tract  concerning  real  estate,  in  order  to  be 
enforceable  in  court,  must  be  under  seal — 
hence,  the  letters  “L.  S.”  or  the  word 
“Seal"  at  the  end  of  each  line  provided  for 
signatures  on  most  printed  forms  of  real 
estate  contracts. 

Generally  speaking,  consideration  is  a 
requisite  of  all  contracts.  What  is  consid¬ 
eration?  Ordinarily,  it  is  the  purchase 
price,  or  the  property  to  be  exchanged. 
Technically,  the  best  definition  is,  “Consid¬ 
eration  constitutes  the  waiving  of,  or  a 
promise  to  waive,  a  legal  right  at  the  re¬ 
quest  of  another." 

The  actual  value  of  the  stated  considera¬ 
tion  is  usually  unimportant.  The  courts  do 
not  attempt  to  pass  upon  the  fairness  of 
the  bargain  made  by  the  parties  to  the  con¬ 
tract,  unless  there  is  evidence  of  fraud. 
But  there  must  be  some  consideration,  no 
matter  how  great  or  how  small  its  actual 
value. 

There  is  one  important  exception  to  the 
general  rule  that  the  law  is  not  concerned 
with  the  value  of  the  consideration.  If  the 
payments  are  to  be  “in  kind,"  that  is, 
money  for  money  or  grain  for  grain,  then 
the  consideration  must  equal  in  value  the 
promise  made.  The  common  statement  of 
the  rule  is  that  an  undisputed  obligation  to 
pay  a  larger  sum  cannot  be  discharged  by 
the  promise  to  pay  or  by  the  payment  of  a 
lesser  amount.  If  the  amount  of  the  obli¬ 
gation  is  disputed,  then  the  parties  may, 
how^ever,  settle  it  for  any  agreed  amount, 
provided  the  settlement  price  is  not  less 
than  the  amount  which  both  parties  recog¬ 
nize  to  be  a  valid  claim. 

Suppose  Allen  owed  Brown  $500  in  de¬ 
linquent  rent  under  the  terms  of  a  lease.  It 
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was  agreed  between  them  that  if  Allen 
would  give  Brown  his  note  for  $350,  thfey 
would  regard  the  entire  claim  for  delin¬ 
quent  rent  as  being  settled.  The  note  was 
given.  Later  Brown  sued  Allen  for  the 
difference,  amounting  to  $150,  and  recov¬ 
ered.  The  court  held  that  the  promise  to 
pay  $350  evidenced  by  the  note  was  not 
adequate  consideration  for  the  discharge  of 
the  liquidated  (undisputed)  claim  for 
$500. 

Suppose  the  situation  had  been  that 
Brown  claimed  the  obligation  was  $500 
and  Allen  claimed  it  was  $250  and  they 
agreed  upon  $325  as  a  settlement.  Then  the 
promise  to  pay  $325  would  be  adequate 
consideration  for  the  settlement  of  the  un¬ 
liquidated  (disputed)  claim.  Of  course, 
had  the  settlement  price  been  $249,  it 
would  not  have  been  adequate  considera¬ 
tion. 

Suppose  Allen  had  given  a  mortgage  or 
pledged  collateral  to  secure  payment  of  the 
note  for  $350  or  had  agreed  to  give  a  note 
for  $350  and  his  fountain  pen  in  settle¬ 
ment — in  each  case  the  consideration  given 
by  Allen  would  have  been  something  more 
than  just  a  lesser  amount  of  money  and 
would  have  been  adequate  consideration  to 
make  the  settlement  enforceable  and  pre¬ 
vent  Brown  from  recovering  the  $150 
balance. 

A  mere  promise  to  make  a  gift  is  not  a 
contract;  there  is  no  consideration.  How¬ 
ever,  remember  that  once  a  gift  has  been 
completed,  the  property  belongs  to  the 
donee;  the  donor  cannot  then  get  it  back 
because  of  the  lack  of  consideration. 

A  promise  to  do  that  which  the  party  is 
already  legally  bound  to  do  is  not  adequate 
consideration  to  support  a  contract.  The 
courts  will  force  performance  anyhow, 
hence  no  legal  right  is  waived.  Allen  con¬ 
tracted  to  build  a  garage  for  Brown  at  a 
cost  of  $1,000.  Because  of  a  sudden  in¬ 
crease  in  the  cost  of  labor  and  materials. 


Allen  refused  to  perform  the  contract. 
Brown  promised  to  pay  Allen  an  additional 
$300  to  complete  the  garage.  Assume  that 
the  garage  is  then  completed — may  Allen 
recover  the  extra  $300  from  Brown?  No. 
There  was  no  consideration  for  that  prom- 
ise.  Allen  was  already  under  a  contractual 
duty  to  complete  the  garage. 

But,  suppose  Brown  had  promised  to  pay 
Allen  the  additional  $300  if  he  would  com¬ 
plete  the  garage  in  ten  days.  Then,  there 
is  adequate  consideration  to  make  the 
promise  to  pay  the  extra  $300  an  enforce¬ 
able  contract  when  the  garage  has  thus 
been  completed  in  ten  days,  because  Allen 
has  done  more  than  he  was  bound  to  do  by 
the  terms  of  the  original  contract. 

A  composition  of  creditors  is  an  agree¬ 
ment  by  which  all  the  creditors  agree  with 
each  other  and  with  their  debtor  to  accept 
a  certain  percentage  of  their  claims  in  full 
settlement.  Such  an  agreement  is  binding; 
it  is  based  upon  the  consideration  of  the 
creditors’  promises  to  each  other  as  well  as 
the  promise  of  the  debtor  to  pay  the  lesser 
sums. 

Forbearance  to  prosecute  any  claim 
made  in  good  faith  is  adequate  considera¬ 
tion  to  support  a  contract.  The  perform¬ 
ance  of  a  duty  imposed  by  statute  does  not 
constitute  adequate  consideration.  Past 
consideration  is  insufficient  to  support  a 
present  promise.  A  moral  duty,  no  matter 
how  strong  it  may  be,  can  never  be  ade¬ 
quate  consideration.  A  mere  gratuitous 
promise  is  not  enforceable;  it  is  not  sup¬ 
ported  by  any  consideration.  A  promise  to 
pay  a  debt  which  has  been  outlawed  by  the 
Statute  of  Limitations  is  enforceable  even 
though  no  new  consideration  is  given;  so, 
also,  is  a  promise  by  a  debtor  after  his  dis¬ 
charge  in  bankruptcy  to  pay  his  obliga¬ 
tions. 

Suppose  Allen  contracted  to  sell  Brown 
a  certain  farm  for  $20  per  acre.  Later 
Allen  refused  to  perform  the  contract, 


Contracts 


39 


using  as  his  defense  the  fact  that  the  farm 
was  worth  $75  per  acre.  Did  these  facts 
show  failure  of  consideration?  Of  course 
not;  and  the  courts  are  not  interested  in 
whether  or  not  Allen  made  a  bad  bargain. 

May  a  public  officer  sue  to  recover  a  re¬ 
ward  offered  for  the  apprehension  of  a 
criminal  captured  by  him  while  on  duty? 
No.  He  is  already  under  statutory  duty  to 
catch  the  criminal,  and  his  laudable  act, 
therefore,  is  not  adequate  consideration  for 
the  promise  to  pay  the  reward. 

Both  parties  to  a  contract  must  be  bound 
or  neither  is  bound ;  there  must  be  mutu¬ 
ality  of  promises.  If  the  promises  of  one 
party  when  analyzed  are  found  not  to  im¬ 
pose  upon  the  promisor  any  duty  to  act  or 
to  refrain  from  acting,  then  there  is  no 
contract — there  is  merely  an  illusory 
promise.  Thus,  a  promise  to  supply  all  of 
an  article  that  the  offeree  may  want  is  an 
illusory  promise — he  may  not  want  any. 
But  where  one  party  agrees  to  purchase  his 
needs  or  requirements  (as  distinct  from 
what  he  tvants  or  orders),  and  he  is  in  a 
business  in  which  it  is  almost  certain  that 
he  will  need  some  of  the  goods  involved, 
then  there  is  mutuality  of  promises — and 
an  enforceable  contract. 

Implied  Contracts 

There  are  two  kinds  of  implied  con¬ 
tracts:  contracts  implied  in  law  and  con¬ 
tracts  implied  in  fact.  Contracts  implied 
in  law  are  those  which  the  law  implies 
from  the  relation  of  the  parties,  without 
any  agreement,  in  order  that  justice  may 
be  done.  An  example  is  the  implied  con¬ 
tract  of  a  father  to  pay  the  reasonable 
value  of  necessaries  furnished  to  his  minor 
children.  Contracts  implied  in  fact  are 
those  which  are  implied  from  the  conduct 
of  the  parties.  An  example  is  the  implied 
contract  to  pay  the  reasonable  value  of  a 
benefit  or  service  knowingly  received  and 
accepted. 


Void  and  Voidable  Contracts 

We  commonly  refer  to  attempted  con¬ 
tracts  which  are  so  defective  as  to  be  un¬ 
enforceable  by  either  party  as  void  con¬ 
tracts.  As  a  matter  of  fact,  they  are,  of 
course,  not  contracts  at  all.  There  are  cer¬ 
tain  contracts,  however,  which  may  be 
avoided  at  the  election  of  one  of  the  par¬ 
ties.  These  contracts  are  called  voidable 
contracts. 

The  definition  of  a  contract  requires  that 
it  be  between  competent  parties. 

A  corporation  is  an  artificial  entity  cre¬ 
ated  by  and  pursuant  to  the  corporation 
law  of  the  state  in  which  it  is  formed.  It 
has  only  those  powers  granted  to  it  by  its 
charter  and  by  the  corporation  act  under 
which  it  is  created — hence  its  power  and 
authority  to  enter  into  contracts  are  lim¬ 
ited  to  the  scope  of  those  powers  and 
authorities  thus  granted  to  it.  When  enter¬ 
ing  into  a  contract  with  a  corporation, 
always  determine  first  whether  it  has  cor¬ 
porate  power  to  become  a  party  to  such  a 
contract. 

Under  the  common  law  a  married  wo¬ 
man  has  no  contractual  powers.  Theoreti¬ 
cally,  “Husband  and  wife  are  one,  and  he 
is  it."  By  statute  in  almost  all  states  mar¬ 
ried  women  have  been  given  full  rights  as 
competent  parties  to  contracts. 

By  common  law  an  infant  is  any  person 
younger  than  twenty-one  years.  This  is 
still  the  law  in  some  states.  In  other  states 
the  age  has  been  changed — particularly 
with  regard  to  women.  In  Illinois,  for  ex¬ 
ample,  it  is  twenty-one  years  for  men  and 
eighteen  years  for  women. 

A  contract  in  which  one  of  the  contract¬ 
ing  parties  is  an  infant  is  voidable  by  the 
infant  only.  The  adult  party  to  such  a  con¬ 
tract  may  be  forced  to  carry  out  the  terms 
of  the  agreement,  or  be  sued  for  damages 
by  the  infant  unless  the  infant  desires  to 
disaffirm  the  contract.  The  law  does  not 
deprive  an  infant  of  the  right  to  make  a 
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contract;  it  merely  confers  upon  him  the 
legal  power  to  ratify  or  disaffirm  the  con¬ 
tract  as  he  chooses. 

After  the  infant  reaches  the  age  of  ma¬ 
jority,  but  not  before,  he  may  ratify  any 
voidable  contract  made  by  him  during  his 
infancy.  Any  manifestation  of  an  intent 
to  be  bound  by  the  contract  is  an  adequate 
ratification  or  affirmance.  No  express 
declaration  of  affirmance  is  necessary. 
When  once  the  infant  has  ratified  a  con¬ 
tract  after  becoming  of  age,  he  cannot 
thereafter  disaffirm  that  contract. 

Disaffirmance  is  a  manifestation  by  an 
infant  of  his  intent  not  to  be  bound  by  the 
terms  of  the  contract.  Disaffirmance  like¬ 
wise  may  be  either  by  express  words  or  by 
conduct  evidencing  an  intent  not  to  be 
bound. 

Although  both  parties  to  the  contract 
have  fulfilled  their  promises  and  the  con¬ 
tract  is  thus  fully  executed,  the  infant  may, 
nevertheless,  avoid  the  agreement  and  de¬ 
mand  the  return  of  the  consideration  given 
by  him.  This  the  infant  may  do  under  the 
laws  of  most  states  even  though  he  may 
have  spent  or  squandered  whatever  he  re¬ 
ceived  and  thus  be  unable  to  return  it.  If, 
however,  the  infant  is  still  in  possession  of 
the  consideration  which  he  received,  he 
must  return  it  to  the  other  party. 

A  statement  in  the  contract  that  the 
infant  is  of  age  does  not  take  away  the  in¬ 
fant’s  right  to  rescind — neither  does  the 
fact  that  he  may  appear  to  be  an  adult,  or 
have  superior  business  judgment,  or  be  en¬ 
gaged  in  the  conduct  of  a  business. 

There  are  practically  no  limitations  upon 
the  right  of  an  infant  to  disaffirm  contracts 
to  which  he  is  a  party.  A  contract  cannot 
be  partially  affirmed  and  partially  disaf¬ 
firmed;  it  must  be  disaffirmed  in  its  en¬ 
tirety  or  not  at  all. 

An  infant  cannot  disaffirm  a  sale  of  real 
estate  until  after  he  reaches  his  majority. 
He  can  disaffirm  any  other  contract  at  any 


time  during  his  minority  and  demand  the 
return  of  the  consideration  he  has  given. 
The  right  of  an  infant  to  disffiarm  any  con¬ 
tract  continues  for  a  reasonable  time  after 
he  reaches  his  majority. 

It  is  commonly  said  that  an  infant  is 
liable  on  his  contracts  for  necessaries  of 
life.  This  statement  is  not  true.  The  in¬ 
fant  is  not  liable  on  his  contracts  for  neces¬ 
saries;  he  is  liable  only  “quasi-contractu- 
ally”  for  the  reasonable  value  of  necessar¬ 
ies  furnished  to  him — and  then  only  if,  in 
consideration  of  the  infant’s  station  in  life, 
the  articles  furnished  can  be  regarded  as 
necessaries.  Thus,  we  have  the  basis  of  the 
widespread  rule  of  law  that  even  though  an 
infant  tenant  may  not  be  liable  on  a  lease, 
he  is  nevertheless  liable  for  the  reasonable 
rental  value  of  his  use  and  occupancy  of 
the  property.  Always  remember  that  if  the 
infant  is  adequately  supplied  with  food, 
clothing,  shelter,  medical  attention,  an  ele¬ 
mentary  amount  of  education,  and  any 
other  necessary  by  a  parent  or  guardian, 
then  those  articles  furnished  him  by  some¬ 
one  else  are  not  classed  as  necessaries. 

A  parent  is  never  liable  on  an  infant’s 
contract  unless  the  parent  has  in  some  way 
made  the  infant  lawfully  his  agent.  Of 
course,  if  the  parent  signs  the  contract 
with  the  infant,  then  the  parent  is  liable 
as  one  of  the  actual  parties  to  the  contract. 
If  a  parent  has  failed  or  refused  to  supply 
necessaries  for  an  infant,  then  the  parent, 
being  under  a  duty  to  supply  the  necessar¬ 
ies  of  life  to  his  family,  is  liable  quasi-con- 
tractually  for  any  such  necessaries  fur¬ 
nished  the  infant.  Naturally,  a  parent  is 
also  entitled  legally  to  any  compensation 
which  an  infant  earns  unless  the  infant  has 
emancipated  himself  from  the  family  rela¬ 
tionship. 

A  parent  is  not  liable  for  an  infant’s 
torts  (injuries  to  person  or  property)  un¬ 
less  committed  with  the  parent’s  assent  or 
at  his  direction.  However,  an  infant  is 
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liable  for  his  own  torts.  P’raud  may  con¬ 
stitute  a  tort.  Therefore,  an  infant,  who, 
by  misrepresentation  of  his  age,  induces  an 
adult  person  to  enter  into  a  contract,  may, 
of  course,  disaffirm  the  contract,  but  he 
thereupon  becomes  liable  to  the  adult  for 
any  damages  suffered  because  of  his  fraud 
upon  the  adult. 

The  contracts  of  insane  persons  are  held 
to  be  voidable  by  most  courts  in  much  the 
same  way  as  infants’  contracts.  However, 
the  insane  person  ordinarily  cannot  disaf¬ 
firm  his  contract  unless  he  can  return  the 
consideration  he  received,  provided  no  ad¬ 
vantage  has  been  taken  of  his  insane  condi¬ 
tion. 

If  a  conservator  has  been  appointed  for 
an  insane  person,  the  conservator  there¬ 
upon  takes  full  control  of  the  insane  per¬ 
son’s  property  and  business  affairs,  and 
any  contracts  made  by  an  insane  person 
after  the  appointment  of  a  conservator  are 
therefore  void — not  merely  voidable. 

A  drunkard’s  contracts  are  also  treated 
somewhat  like  those  of  an  infant  and  are 
voidable  if  the  drunkard  was  so  far  intoxi¬ 
cated  as  to  be  unable  to  understand  the 
effect  of  his  actions  in  entering  into  the 
contract.  However,  a  drunkard  cannot 
disaffirm  a  contract  if  the  disaffirmance 
would  injure  an  innocent  third  party. 
Drunkards  are  liable  quasi-contractually 
for  necessaries  furnished  to  them. 

Fraud 

A  fraud  in  the  formation  of  a  contract 
gives  the  injured  party  several  remedies, 
one  of  which  is  the  right  to  regard  the 
contract  as  voidable — to  rescind  the  con¬ 
tract.  Fraud  is  an  intentional  misrepre¬ 
sentation  of  material,  existing  facts,  which 
induces  another  to  act  to  his  damage  in 
reliance  thereon.  All  five  of  the  elements 
of  fraud  stated  in  this  definition  must  con¬ 
cur  before  any  words  or  acts  are  legally  a 
fraud.  First,  there  must  be  a  statement  or 
statements  which  are  proved  to  be  untrue 


and  which  the  party  at  the  time  of  making 
them  knew  to  be  untrue.  Silence  of  itself 
is  generally  not  a  misrepresentation.  How¬ 
ever,  a  failure  of  a  seller  to  inform  a  pur¬ 
chaser  of  a  latent  or  hidden  defect  in  the 
property  does  constitute  a  misrepresenta¬ 
tion.  Also,  any  act,  the  ultimate  purpose  of 
which  is  the  concealment  of  the  true  facts 
about  the  property  involved  in  a  contract, 
is  a  misrepresentation. 

Second,  the  misrepresentation  must  be 
as  to  material,  existing  facts — facts  that 
are  a  moving  influence  in  the  formation  of 
the  contract.  Statements  of  opinion,  un¬ 
less  made  by  one  who  holds  himself  out  to 
be  an  expert,  are  not  statements  of  fact.  A 
promise  to  perform  some  act  in  the  future 
is  not  a  statement  of  a  present  fact  unless 
the  promisor  at  the  time  of  making  the 
promise  never  intends  to  keep  it  or  knows 
it  will  be  impossible  for  him  to  perform. 

Third,  the  injured  party  must  have  re¬ 
lied  upon  the  misrepresentation,  rather 
than  upon  any  investigation  of  his  own. 
Fourth,  the  misrepresentation  must  have 
been  made  with  intent  to  deceive.  Fifth, 
there  must  have  been  damages  resulting 
from  the  misrepresentation. 

The  existence  of  fraud  in  the  formation 
of  the  contract  gives  the  injured  party  a 
choice  of  the  following  remedies:  he  may 
( 1 )  plead  fraud  as  a  defense  in  case  action 
is  brought  against  him  to  enforce  the  con¬ 
tract;  he  may  (2)  regard  the  contract  as 
voidable  by  him,  rescind  the  agreemnt,  de¬ 
mand  return  of  the  consideration  he  has 
given,  and  return  the  consideration  he  has 
received ;  or,  he  may  (3)  carry  out  the  con¬ 
tract  and  then  sue  the  party  who  commit¬ 
ted  the  fraud  for  the  damages  he  has  suf¬ 
fered  from  the  fraud. 

Mistake 

A  mistake  upon  the  part  of  one  of  the 
parties  to  the  contract  does  not  give  any 
right  to  either  party  to  regard  the  contract 
as  voidable.  There  is  one  exception  to  this 
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rule.  Suppose  Allen  submitted  a  bid  to 
Brown  for  the  plumbing  material  in  a 
large  building  to  be  erected.  Being  hurried 
in  getting  his  bid  ready,  Allen  figured  the 
weight  of  certain  items  of  pipe  per  foot 
instead  of  the  price  per  foot.  When  the  bid 
was  received,  Brown’s  engineer  called  at¬ 
tention  to  the  fact  that  the  bidder  was  pro¬ 
posed  to  install  the  pipe  for  less  than  the 
pipe  could  possibly  be  purchased  and  that 
it  was  obviously  a  mistake.  However, 
Brown  being  a  bit  sharp,  notified  Allen  of 
his  acceptance  of  the  bid.  Then  Allen  dis¬ 
covered  his  mistake.  The  courts  have  held 
that  in  such  a  case,  where  a  mistake  has 
been  made  in  the  calculation  or  transmis¬ 
sion  of  figures  which  form  the  basis  of  a 
contract  and  the  mistake  is  clearly  evident 
to  the  other  party,  then  the  contract  may 
be  regarded  as  voidable  by  the  party  who 
made  the  mistake. 

A  contract  entered  into  as  a  result  of  a 
mutual  mistake  concerning  some  material 
fact  is  voidable.  For  example,  a  mutual 
mistake  as  to  the  number  of  square  feet 
in  a  space  rented  or  as  to  the  number  of 
acres  in  a  plot  of  ground  will  render  the 
contract  voidable.  Frequently,  contracts 
relate  to  property  about  which  the  parties 
admit  they  know  nothing  and  about  which 
they  make  no  representations.  If  it  later 
turns  out  to  be  different  from  what  either 
thought  it  was,  there  is  nevertheless  no 
basis  for  avoiding  the  contract.  The  prop¬ 
erty,  for  example,  was  the  Brown  farm ;  if 
later  a  coal  mine  was  found  about  which 
neither  had  any  knowledge,  it  seems  clear 
that  there  is  no  argument  for  holding  the 
contract  voidable. 

Duress 

If  one  of  the  parties  is  coerced  through 
fear  of  the  other  into  entering  into  the  con¬ 
tract,  then  the  contract  is  not  a  voluntary 
one  and  may  be  regarded  as  voidable  by 
the  party  who  w'as  thus  subjected  to 


duress.  Duress  means  fear  from  threat 
of  bodily  injury  or  criminal  prosecution. 
The  threat  may  concern  either  the  party 
to  the  contract  or  some  close  relative.  The 
threat  of  a  civil  suit  does  not  constitute 
duress.  The  guilt  or  innocence  of  the 
party  charged  with  a  crime  has  no  bearing 
upon  the  situation.  The  contract  is  void¬ 
able  because  one  of  the  parties  has  not  been 
free  to  enter  into  the  agreement  as  his 
judgment  dictated. 

Unenforceable  Contracts 

Agreements  which  appear  to  satisfy  all 
of  the  normal  requirements  for  the  for¬ 
mation  of  a  contract  may  be  unenforce¬ 
able  in  court  either  because  the  object 
sought  to  be  accomplished  is  illegal  or 
because  the  parties  have  failed  to  meet 
the  requirements  of  the  Statute  of  Frauds. 

An  agreement  may  be  illegal  because  it 
is  specifically  declared  such  by  statute  or 
because  it  is  contrary  to  the  best  interests 
of  society.  Certain  contracts  are  quite 
widely  held  to  be  for  illegal  objects  and 
purposes.  Among  the  most  common  are 
wagering  contracts,  contracts  in  restraint 
of  trade,  usurious  contracts,  Sunday  con¬ 
tracts,  contracts  limiting  liability  of  insti¬ 
tutions  of  a  semi-public  nature,  and  con¬ 
tracts  to  influence  governmental  action. 

In  the  majority  of  states  wagering  con¬ 
tracts  are  held  to  be  illegal  and  unenforce¬ 
able.  The  essence  of  a  wagering  contract 
is  that  one  party  wins  at  the  expense  of 
the  other  and  the  winner  is  picked  prin¬ 
cipally  by  chance.  Insurance  contracts 
are  enforceable  if  the  person  applying  for 
the  insurance  has  an  insurable  interest  in 
the  person  or  property  insured.  Other¬ 
wise,  they  are  merely  wagering  contracts. 
Agreements  dealing  in  futures  on  the 
grain  or  stock  market  are  not  regarded  as 
wagering  contracts  where  it  is  possible 
to  call  for  delivery  of  the  commodity 
involved. 

Contracts  which  have  for  their  purpose 
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the  limitation  of  competition  and  the  re¬ 
straint  of  freedom  of  trade  are  illegal 
and  unenforceable,  except  where  the  clause 
restricting  competition  is  merely  ancillary 
to  the  main  purpose  of  the  agreement. 

Almost  every  state  limits  the  amount 
of  interest  which  may  be  charged  upon 
borrowed  money.  Any  contract  by  which 
the  lender  is  to  receive  more  than  the 
lawful  maximum  interest  rate  is  illegal 
and  therefore  unenforceable.  Some  states 
permit  collection  of  the  principal  only; 
others  permit  collection  of  the  legal  rate 
of  interest.  The  laws  of  the  different 
states  vary  greatly.  Likewise  the  legality 
of  Sunday  contracts  is  dependent  upon 
the  law  of  the  state  in  which  they  are 
made — and  the  laws  of  the  different  states 
are  not  uniform. 

Illegal  contracts  are  not  void — ^they 
simply  cannot  (with  a  few  exceptions)  be 
enforced  by  court  action — the  court  leaves 
the  parties  just  as  it  finds  them. 

Statute  of  Frauds 

As  a  general  rule,  contracts  are  enforce¬ 
able  even  though  not  in  writing.  At  an 
early  date  in  English  history  there  was 
enacted  a  law  which  is  still  known  as  the 
Statute  of  Frauds,  and  which  is  still  part 
of  the  law  of  almost  every  state.  This 
provides  that  certain  contracts  cannot  be 
enforced  by  the  courts  unless  they  have 
been  set  forth  in  writing  and  signed  by 
the  parties  sought  to  be  bound  thereby. 
The  purpose  of  the  Statute  of  Frauds  was, 
and  is,  to  prevent  fraud  on  the  part  of 
those  who  might  attempt  to  establish  by 
the  false  testimony  of  their  friends  as  wit¬ 
nesses  certain  kinds  of  contracts  which 
seem  peculiarly  susceptible  to  such  fraud. 

The  Statute  of  Frauds  provides  that 
contracts  whereby  one  person  becomes 
responsible  for  the  debt,  default,  or  mis¬ 
carriage  of  a  third  person  must,  in  order 
to  be  enforceable  in  a  court  of  law,  be 
in  writing  and  signed  by  the  party  sought 


to  be  charged  with  liability.  This  means 
that  any  guaranty  contract  must  be  in 
writing  and  signed  by  the  surety.  Like¬ 
wise,  agreements  entered  into  by  those  ad¬ 
ministering  estates,  whereby  they  agree 
to  become  personally  liable  for  the  debts 
of  the  estate,  must  meet  the  require¬ 
ments  of  the  Statute  of  Frauds  to  be  en¬ 
forceable.  The  same  is  true  of  contracts 
the  consideration  for  which  is  the  mar¬ 
riage  of  one  of  the  parties  and  of  con¬ 
tracts  which  by  their  terms  must  con¬ 
tinue  for  a  period  longer  than  one  year 
from  the  making  thereof. 

By  far  the  most  important  provision 
of  the  Statute  of  Frauds  for  those  en¬ 
gaged  in  the  real  estate  profession  is  that 
which  requires  that  an  agreement  for 
the  sale  of  any  interest  in  or  concerning 
real  estate  greater  than  a  leasehold  of 
short  duration  (usually  one  year  or  less) 
must  be  in  writing  and  signed  by  the  par¬ 
ties  sought  to  be  held  liable — otherwise 
such  a  contract  is  not  enforceable.  It  is 
because  of  this  provision  of  the  Statute 
of  Frauds  that  real  estate  sales  contracts 
must  be  in  writing  and  signed  by  the  par¬ 
ties  and  their  spouses  and  that  leases  for 
a  term  of  more  than  one  year  must  be 
in  writing  and  signed  by  all  parties. 

Payments  made  in  reliance  upon  an 
oral  agreement  for  the  purchase  of  real 
estate  may  always  be  recovered  where 
performance  is  denied.  The  reasonable 
value  of  improvements  placed  upon  prop¬ 
erty  in  reliance  upon  such  an  oral  agree¬ 
ment  may  also  be  recovered  if  the  grantor 
fails  to  perform.  Anyone  who,  under  an 
oral  agreement  to  purchase  property, 
moves  on  it  and  improves  it  to  such  an  ex¬ 
tent  that  he  cannot  be  restored  to  his 
former  position,  may  enforce  such  an 
agreement  even  though  it  is  not  evidenced 
by  a  writing.  However,  this  is  an  excep¬ 
tion  to  the  general  rule  and  is  followed  by 
the  courts  only  when  indispensable  to  do 
justice  in  a  particular  case. 
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The  English  Statute  of  Frauds  pro¬ 
vided  that  any  contract  for  the  sale  of  per¬ 
sonal  property  involving  more  than  ten 
pounds  sterling  should  be  in  writing  and 
signed  in  order  to  be  enforceable.  This  has 
been  adopted  in  every  state,  with  many  va¬ 
riations  as  to  the  amount  of  a  sale  which 
comes  within  the  requirements  of  the 
Statute.  Where  the  Statute  of  Frauds  re¬ 
quires  a  contract  for  the  sale  of  personal 
property  to  be  in  writing,  the  acceptance 
and  receipt  of  a  portion  of  the  goods.  Par¬ 
tial  payment  by  the  purchaser  or  the 
giving  of  something  in  earnest  to  bind 
the  bargain  will  make  a  written  contract 
unnecessary. 

The  Statute  of  Frauds  does  not  require 
a  formal  written  contract.  All  that  is 
needed  is  that  there  be  some  note  or  memo¬ 
randum  in  writing,  setting  forth  the  essen¬ 
tial  terms  of  the  contract,  including  a  de¬ 
scription  of  the  property  and  the  names 
of  the  parties,  and  signed  by  the  parties 
sought  to  be  bound  by  the  agreement.  A 
signed  letter  or  series  of  letters  may  be 
sufficient  if  they  meet  the  requirements 
stated. 

A  contract  which  requires  a  writing 
because  of  the  Statute  of  Frauds  dates 
from  the  time  of  the  oral  agreement,  but 
it  is  unenforceable  until  the  necessary 
written  evidence  of  it  is  available.  Other 
evidence,  no  matter  how  convincing,  can¬ 
not  take  the  place  of  the  memorandum  in 
writing  signed  by  the  proper  parties. 

Performance  of  Contracts 

Every  breach  of  a  contract,  no  matter 
how  unimportant  the  provision  violated, 
gives  to  the  injured  party  a  right  to  some 
relief.  For  a  violation  of  minor  impor¬ 
tance  the  injured  party  has  a  right  to  re¬ 
cover  damages.  If  it  is  an  executory  con¬ 
tract  and  the  provision  violated  is  one  of 
vital  importance  and  the  breach  is  ma¬ 
terial,  then  a  court  may  approve  of  or 
permit  the  rescission  of  the  agreement  by 


the  injured  party.  Those  terms  of  a  con¬ 
tract,  the  breach  of  which  justify  rescis¬ 
sion,  are  called  conditions.  There  are 
three  kinds:  conditions  precedent,  condi¬ 
tions  concurrent,  and  conditions  subse¬ 
quent. 

Most  contracts  provide  that  one  party 
must  perform  some  duty  before  he  ob¬ 
tains  a  right  against  the  other  party.  For 
example,  the  broker  must  produce  a  cus¬ 
tomer  ready  and  willing  and  able  to  enter 
into  the  sales  contract  upon  the  specified 
terms  before  the  broker  is  entitled  under 
his  brokerage  contract  to  collect  a  com¬ 
mission  from  his  employer. 

If  a  provision  of  a  contract  is  relatively 
insignificant,  its  performance  is  not  al¬ 
ways  required  to  precede  recovery  from 
the  other  party.  In  such  a  situation  the 
party  who  was  to  receive  performance 
merely  deducts  damages  for  the  breach 
before  performing  himself.  Other  terms 
which  impose  a  duty  of  performance  are 
of  sufficient  importance  to  be  regarded  as 
conditions  precedent. 

Three  tests  are  applied  by  the  courts  to 
determine  whether  any  given  terms  of  a 
contract  shall  be  regarded  as  conditions 
precedent:  (1)  Is  the  breach  of  major  or 
minor  importance?  (2)  Will  damages  be 
an  adequate  remedy  for  the  breach? — if 
so,  the  terms  breached  are  probably  not 
conditions  precedent.  (3)  Does  the  fail¬ 
ure  to  perform  the  particular  provision 
change  essentially  the  nature  of  the  entire 
agreement? 

Consider  the  provision  usually  contained 
in  every  contract  calling  for  performance 
within  a  certain  time.  What  is  the  effect 
of  a  failure  to  perform  within  the  stipu¬ 
lated  time?  Will  it  result  merely  in  a 
right  to  recover  damages  or  in  a  right 
to  rescind  the  contract?  The  answer  de¬ 
pends  upon  the  circumstances.  The  time 
set  for  the  completion  of  a  contract  which 
involves  principally  the  expenditure  of 
labor  and  materials  or  the  production  of 
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a  commodity  of  little  value  to  anyone  other 
than  the  contracting  party  is  normally  not 
considered  of  such  major  significance  as  to 
constitute  a  condition  precedent.  But  if 
the  contract  is  for  the  sale  of  marketable 
goods,  then  the  time  of  performance  is 
usually  held  to  be  a  condition  precedent. 
By  inserting  an  agreement  in  the  contract 
that  time  of  performance  “is  of  the  es¬ 
sence”  of  the  contract,  the  parties  to  any 
contract  may  make  time  of  performance  a 
condition  precedent. 

Building  contracts  normally  provide 
that  payments  to  the  contractor  shall  be 
made  only  upon  presentation  of  the  su¬ 
pervising  architect’s  certificate.  Most 
courts  regard  the  procuring  of  the  certi¬ 
ficate  as  a  condition  precedent  to  the  con¬ 
tractor’s  right  to  collect  his  pay — but  ex¬ 
cuse  performance  of  the  condition  preced¬ 
ent  in  case  the  architect  dies,  becomes 
insane,  or  fraudulently  or  for  no  particular 
reason  refuses  to  give  the  contractor  the 
certificate. 

Many  contracts  require  that  the  parties 
perform  certain  acts  simultaneously,  con¬ 
ditions  concurrent — for  example,  delivery 
of  possession  and  the  payment  of  the  first 
installment  of  rent  under  the  terms  of  a 
lease  thus  drawn.  In  case  of  such  a  con¬ 
tract,  neither  party  is  placed  in  default 
until  the  other  party  has  offered  to 
perform.  Such  an  offer  of  performance 
is  called  a  tender  of  performance.  Brown 
could  not  successfully  sue  Allen  for  failure 
to  deliver  a  deed  called  for  under  the 
terms  of  a  sales  contract  until  Brown 
had  offered  to  make  the  payment  to  Allen 
required  by  the  contract.  Actual  pay¬ 
ment  is  not  required  unless  Allen  offered 
to  deliver  the  deed ;  tender  of  payment  is 
sufficient. 

If  one  party  to  an  agreement  should  in¬ 
form  the  other  that  he  will  not  perform 
when  the  time  for  performance  arrives, 
then  the  latter  may  take  him  at  his  word 
and  terminate  the  agreement.  This  is 


called  anticipatory  breach  and  may  be  im¬ 
mediately  followed  by  an  action  to  recover 
damages,  although  the  time  for  perform¬ 
ance  has  not  yet  arrived.  The  rule  of 
anticipatory  breach  is  not  applicable  to 
a  promise  to  pay  money  which  is  evidenced 
by  a  note  or  bond. 

Excuses  for  Nonperformance 

After  a  contract  has  been  entered  into, 
certain  situations  may  arise  which  excuse 
nonperformance  of  the  contract.  For  ex¬ 
ample,  when,  after  some  default,  the  in¬ 
jured  party  to  the  contract  evidences  an 
intention  not  to  hold  the  defaulting  party 
accountable  under  the  terms  of  the  con¬ 
tract,  then  the  injured  party  is  said  to 
have  waived  the  breach  and  the  nonper¬ 
formance  is  excused.  Likewise,  any  in¬ 
terference  by  one  party  with  the  efforts 
of  the  other  party  to  perform  his  cove¬ 
nants  under  the  contract  will  excuse  non¬ 
performance  by  the  party  thus  interfered 
with. 

The  contracts  of  most  careful  manufac¬ 
turers  and  builders  provide  that  the  per¬ 
formance  by  the  manufacturer  or  builder 
shall  be  excused  in  case  fire,  strikes,  diffi¬ 
culty  in  obtaining  raw  materials,  or  other 
incidents  over  which  the  parties  have  no 
control  make  performance  more  difficult 
or  impossible.  In  the  absence  of  such  a 
provision  in  the  contract,  conditions  aris¬ 
ing  to  make  performance  more  difficult 
or  burdensome  never  afford  reason  for 
failure  to  perform  or  for  recission.  Thus, 
if  a  building  which  has  been  nearly  com¬ 
pleted  is  swept  into  ruins  by  a  tornado, 
the  contractor  is  still  under  a  duty  to  re¬ 
build  it.  He  should  have  protected  him¬ 
self  by  insurance  during  the  period  of 
construction  or  have  shifted  the  burden 
to  the  owner  by  a  suitable  provision  in  the 
contract. 

When  a  contract,  as  the  result  of  its 
nature  or  the  happening  of  some  subse¬ 
quent  event,  becomes  legally  or  physically 
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impossible  to  perform,  then  the  party  is 
excused  for  nonperformance.  If  the  im¬ 
possibility  arises  from  the  party’s  own 
fault  or  neglect,  performance  is  not  ex¬ 
cused  and  a  liability  to  pay  damages  re¬ 
sults.  When  the  subsequent  enactment  of 
a  law  makes  it  illegal  to  perform  a  con¬ 
tract,  then,  of  course,  nonperformance  is 
excused.  The  death  or  incapacitating  ill¬ 
ness  of  a  party  to  a  contract  calling  for 
personal  services  is  another  form  of  im¬ 
possibility  of  performance  which  excuses 
nonperformance.  However,  always  re¬ 
member  that  an  ordinary  contract  is  not 
terminated  by  the  death  or  illness  of  one 
of  the  parties.  The  estate  of  the  deceased 
person  must  still  perform  his  covenants 
under  any  contract,  or  pay  damages.  The 
destruction  of  subject  matter  which  is 
essential  to  the  completion  of  the  contract 
will  release  the  parties  from  the  perform¬ 
ance  of  the  contract. 

The  fourth  form  of  impossibility  is  said 
to  arise  where  some  element  or  charac¬ 
teristic,  which  the  parties  assumed  existed 
or  would  exist  and  which  is  essential  to 
the  performance  of  the  contract,  does  not 
exist. 

Suppose  Allen  contracts  to  build  a 
thirty-story  office  building  at  a  certain  lo¬ 
cation.  Because  of  the  nature  of  the  un¬ 
derlying  soil  and  earth  structure  it  is 
found  to  be  utterly  impossible  to  build  such 
a  building;  the  agreement  may  be  termi¬ 
nated.  The  missing  essential  element  is  a 
proper  soil  condition  to  support  such  a 
building. 

Contracts  which  have  been  willfully 
broken  after  part  performance  may  or 
may  not  have  conferred  some  benefit  on 
the  promisee.  In  contracts,  such  as  con¬ 
struction  contracts,  in  which  the  benefit 
received  from  partial  performance  prior 
to  a  willful  breach  cannot  be  returned,  the 
person  entitled  to  performance  is  not  re¬ 
quired  to  pay  for  the  benefit  received. 
However,  if  the  benefits  can  be  returned. 


then  they  must  be,  or  else  the  party  re¬ 
ceiving  them  must  pay  the  other  party 
their  reasonable  value  less  the  damages 
he  has  suffered  from  the  willful  breach  of 
the  contract. 

Damages 

The  only  usual  remedy  for  the  breach 
of  a  contract  is  the  right  to  recover  a 
judgment  for  damages.  In  a  few  excep¬ 
tional  types  of  cases  a  court  of  equity 
will  grant  as  a  remedy  specific  perform¬ 
ance  of  the  contract  and  will  compel  the 
promisor  to  carry  out  the  express  terms 
of  the  agreement.  Contracts  in  which  the 
agreement  calls  for  the  delivery  of  prop¬ 
erty  having  some  peculiar  or  intrinsic 
value  (such  as  Queen  Catherine’s  emerald 
necklace)  are  of  the  exceptional  types 
where  specific  performance  will  be  granted. 

To  the  real  estate  profession  the  most 
interesting  of  these  exceptional  types  are 
contracts  for  the  sale  of  real  estate.  Our 
courts  have  always  held  that  a  certain 
piece  of  real  property  may  have  intrinsic 
worth — therefore,  recovery  of  money 
damages  may  not  be  adequate  compensa¬ 
tion  for  the  failure  to  receive  that  par¬ 
ticular  plot  of  land.  Specific  performance 
may  be  demanded  whenever  the  grantor 
refuses  to  deliver  a  deed  as  provided  by 
the  contract — hence,  the  need  for  meticu¬ 
lous  care  in  drafting  real  estate  sales  con¬ 
tracts  so  that  a  court  may  if  necessary 
find  all  of  the  terms  of  the  agreement 
written  within  the  contract  itself. 

The  amount  of  damages  awarded  in  a 
law  suit  is  determined  normally  by  the 
jury  and  should  be  in  an  amount  which 
will  compensate  the  injured  party  for  the 
loss  he  has  suffered.  Both  litigants  and 
lawyers  often  feel  this  is  a  pious  hope 
rather  than  ever  an  actual  result  obtained 
before  a  jury.  Attorney’s  fees  of  the  in¬ 
jured  party  usually  cannot  be  assessed 
against  the  defendant  as  a  part  of  the 
judgment.  The  amount  of  damages  re¬ 
coverable  is  limited  by  the  rule  that  they 
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must  be  such  as  the  parties  would  con¬ 
template  would  normally  arise  from  such 
a  breach  of  the  contract. 

As  soon  as  a  contract  has  been  broken, 
it  becomes  the  duty  of  the  injured  party 
to  reduce  the  actual  loss  as  much  as  pos¬ 
sible.  Thus,  if  a  tenant  breaks  a  lease 
and  moves  out  before  the  end  of  the  term, 
there  is  a  duty  on  the  landlord  to  use  rea¬ 
sonable  efforts  to  obtain  a  new  tenant  for 
the  vacated  apartment  as  soon  as  possi¬ 
ble — thus  mitigating  the  liability  of  the  de¬ 
faulting  tenant  under  the  terms  of  the 
lease.  Similarly,  an  employee  who  has 
been  wrongfully  discharged  cannot  sit  idly 
by  and  expect  to  draw  his  pay;  he  must 
make  a  reasonable  attempt  to  procure 
other  work  of  the  same  general  character. 

It  is  customary  in  many  types  of  con¬ 
tracts  to  provide  specifically  for  the 
amount  of  damages  to  be  paid  for  the 
breach  of  certain  terms  of  the  contract, 
thus  avoiding  litigation.  Such  provisions 
are  legal  and  will  be  enforced  so  long  as 
the  court  does  not  consider  the  stipulation 
to  be  a  penalty  for  failure  to  perform 
rather  than  compensation  for  damages.  In 
order  to  be  construed  as  liquidated  dam¬ 
ages,  the  amount  of  compensation  agreed 
upon  must  bear  a  close  relation  to  the 
probable  damage  to  be  sustained  from  a 
breach. 

Rights  of  Third  Parties 

A  contract  creates  both  rights  and  du¬ 
ties.  An  assignment  consists  of  some  act 
whereby  one  party  transfers  his  rights 
under  a  contract  or  some  portion  of  them 
to  a  third  party.  The  transferor  is  called 
the  assignor ;  the  one  to  whom  the  assign¬ 
ment  is  made  is  called  the  assignee.  No 
particular  formality  is  essential  to  an  as¬ 
signment.  Consideration  is  not  required. 
An  assignment  may  be  either  written  or 
oral.  It  is  best  to  have  it  in  writing.  All 
rights  under  a  contract  may  be  assigned 
without  the  consent  of  the  other  party  to 
the  contract.  Any  contract  as  a  whole 


may  be  assigned  provided  all  interested 
parties  consent  to  the  assignment.  In 
the  absence  of  such  consent  only  certain 
types  of  contracts  can  be  assigned  as  a 
whole. 

An  assignment  transfers  the  rights  un¬ 
der  a  contract  but  not  the  duties.  Con¬ 
tracts  for  personal  services  cannot  be  as¬ 
signed  by  either  party;  neither  can  con¬ 
tracts  which  involve  the  personal  credit 
of  one  of  the  contracting  parties.  Of 
course,  a  creditor  may  always  assign  his 
right  to  collect  the  purchase  price  of 
articles  sold  under  a  contract.  An  em¬ 
ployee  entitled  to  wages  under  an  employ¬ 
ment  contract  may  make  a  binding  assign¬ 
ment  of  his  wages — but  a  mere  expectancy 
cannot  be  assigned. 

A  failure  by  the  assignee  to  perform  the 
duties  under  a  contract  gives  rise  to  a 
cause  of  action  in  favor  of  the  other  party 
to  the  contract.  In  most  states  he  may 
elect  to  sue  either  the  assignor  or  the  as¬ 
signee.  Always  remember  that  the  as- 
sigTior  is  not  relieved  of  his  duty  to 
perform  by  assigning  the  contract;  the 
other  party  cannot  without  consent  be  de¬ 
prived  of  his  rights  against  the  assignor. 

The  assignee  should  immediately  notify 
the  other  party  of  the  assignment. 
This  is  advisable  because,  in  the  absence 
of  any  notice  of  the  assignment,  the  other 
party  may  give  performances  of  the  con¬ 
tract  to  the  assignor.  As  soon  as  notice 
is  given,  the  other  party  must  perform  for 
the  assignee.  Also,  notice  of  the  assign¬ 
ment  protects  the  assignee  in  case  of  at¬ 
tempted  assignment  to  the  same  rights  to 
two  different  assignees  because  the  first 
assignee  to  give  notice,  provided  he  has 
no  actual  knowledge  of  any  prior  assign¬ 
ment,  has  a  superior  claim  to  the  right 
assigned. 

Under  an  assignment  the  assignee  re¬ 
ceives  the  same  rights  as  the  assignor  had. 
Any  defense  of  the  other  party  available 
against  the  assignor  at  the  time  he  re- 
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ceives  notice  of  the  assignment  is  available 
against  the  assignee. 

Suppose  Allen  sold  to  the  Marshall 
Company  his  used  automobile  on  sixty 
days’  credit  for  $400.  He  later  purchased 
$200  worth  of  auto  tires  from  the  Mar¬ 
shall  Company  and  did  not  pay  for  them. 
Then  he  assigned  to  Brown  his  $400  claim 
against  the  Marshall  Company  and  re¬ 
ceived  $400  cash  in  payment  from  Brown. 
Brown  immediately  notified  the  Marshall 
Company  of  the  assignment.  The  Marshall 
Company  refused  to  pay  Brown  more 
than  $200.  He  sued  them — and  could  re¬ 
cover  only  the  $200  they  offered  him. 
Brown,  as  assignee,  had  no  greater  rights 
than  had  Allen,  his  assignor. 

Third  Party  Beneficiary  Contracts 

Contracts  are  often  made  with  the  ex¬ 
press  purpose  of  benefiting  some  third 
party.  One  example  is  a  life  insurance 
contract  between  the  company  and  the  in¬ 
sured  for  the  benefit  of  the  third-party 
beneficiary.  Another  example  is  the 
agreement  between  a  purchaser  and  a 
seller  of  real  estate  by  which  the  pur¬ 
chaser  assumes  and  agrees  to  pay  the 
mortgage — for  the  benefit  of  the  mort¬ 
gagee.  In  such  cases  what  are  the  rights 
of  the  third  parties? 

Notice  that  these  examples  illustrate 
two  essentially  different  situations.  In 
the  first,  the  beneficiary  is  a  pure  donee; 
in  the  second,  the  beneficiary  is  a  creditor 
of  the  party  to  whom  the  promise  is  made. 

The  decisions  are  conflicting,  and  the 
states  do  not  agree  upon  these  points,  but 
perhaps  a  majority  of  courts  now  permit 
the  donee  beneficiary  to  sue  and  recover  on 
the  contract.  In  all  states,  by  statute  or 
otherwise,  the  beneficiary  of  a  life  insur¬ 
ance  policy  is  permitted  to  recover  from 
the  insurer.  The  creditor  beneficiary  is 
also  permitted  to  sue  and  recover  on  the 
contract. 


Discharge  of  Contracts 

We  have  considered  the  formation  and 
operation  of  contracts.  Let  us  review 
briefly  the  ways  in  which  a  contract  may 
be  discharged.  The  customary  and  ex¬ 
pected  method  is,  of  course,  by  the  com¬ 
plete  performance  of  the  contract.  Nat¬ 
urally,  if  a  contract  is  not  fully  performed 
by  either  party,  it  may  be  discharged  by 
an  agreement  of  the  parties. 

A  contract  may  be  discharged  also  by 
an  accord  and  satisfaction.  An  accord 
consists  of  an  agreement  between  con¬ 
tracting  parties  whereby  one  of  them  is  to 
do  something  different  from  that  called 
for  by  the  contract.  The  accord  is  satis¬ 
fied  when  the  terms  of  the  new  agreement 
are  fully  performed.  Both  accord  and 
satisfaction  must  take  place  before  the  old 
contract  is  discharged. 

A  novation  is  an  agreement  by  which 
one  party  to  a  contract  is  replaced  by  a 
new  party.  In  order  for  this  substitu¬ 
tion  to  be  effective  it  must  be  agreed  upon 
by  all  parties;  only  thus  will  the  contract 
be  discharged  as  to  the  party  withdrawing. 

An  intentional  cancellation  or  altera¬ 
tion  of  the  written  evidence  of  a  contract 
will  have  the  effect  of  discharging  it. 

Every  state  has  a  Statute  of  Limita¬ 
tions  which  prescribes  the  time  limits 
within  which  a  court  action  may  be 
brought  to  enforce  contractural  rights. 
After  the  period  set  by  the  Statute  of 
Limitations  has  passed,  the  contract  is  dis¬ 
charged  unless  revived  by  a  new  promise 
of  the  promisor. 

The  Federal  Bankruptcy  Act  affords 
another  popular  method  of  discharging 
contracts — but  that  is  a  subject  too  in¬ 
volved  to  attempt  even  a  superficial  ex¬ 
amination  in  this  material. 

In  conclusion,  let  us  repeat  a  statement 
with  which  we  began  this  summary — our 
entire  business  life  rests  upon  the 
firm  foundation  of  the  enforceability  of 
contracts. 


Economic  Factors  Related  to  Residential  Buildinsr 


By  Lowell 

The  active  production  of  domestic 
shelter  by  private  agencies  is  closely 
related  in  all  countries  to  vigorous 
growth  and  to  increases  in  levels  of  in¬ 
come.  The  rate  of  growth  in  numbers,  or 
more  properly  in  new  families  added  by 
natural  increase  or  migration,  appears  to 
be  the  dominant  demand  factor  which 
gives  rise  to  changes  in  production.  Im¬ 
provements  in  levels  of  income  not  only  en¬ 
large  the  economic  demand  for  shelter  as 
well  as  for  other  commodities ;  but  produc¬ 
tion,  in  turn,  particularly  when  arising 
from  the  expansion  of  credit,  further  tends 
to  increase  employment  and  income.  Costs 


.  Chawner 

of  ownership  also  influence  the  volume  of 
construction,  although  differently  under 
different  conditions  in  the  market  for 
shelter.  It  is  this  latter  subject,  the  cost- 
of-production  aspect  of  residential  build¬ 
ing,  in  reality  the  annual  “cost  of  owner¬ 
ship,”  with  which  this  present  discussion 
is  primarily  concerned. 

Annual  Volume  of  Residential  Build¬ 
ing  IN  THE  United  States 

The  production  of  houses,  as  is  well 
known,  has  been  conspicuously  marked  by 
severe  long-time  fluctuations  in  the  vol¬ 
ume  of  current  activity.  During  the  year 


IMirS  BUfLT  IN  THOUSANDS 


UNITS  BUILT  IN  TNOUSANOS 


CHART  I 

Preliminary  Estimates  of  the  Number  of  Family  Units  Built  Annually  in  Urban  and  Rural  Non¬ 
farm  Areas  in  the  United  States. 


This  article  is  reprinted  from  THE  ANNALS  of  the  American  Academy  of  Political  and  Social  Science — March,  1937. 
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1925  there  were  added  to  the  residential 
building  supply  in  nonfarm  areas  in  the 
United  States,  more  than  900,000  new 
family  units.  Seven  years  earlier  the  cor¬ 
responding  number  was  240,000,  and  eight 
years  later,  in  1933,  it  fell  to  some  60,000 
units.  No  other  industry  of  comparable 
size  over  this  period  experienced  fluctua¬ 
tions  in  production  as  severe  as  did  resi¬ 
dential  building,  and  only  in  a  few  other 
durable  goods  industries  was  the  same  or¬ 
der  of  magnitucie  approximated.  Prelimi¬ 
nary  estimates  of  the  number  of  nonfarm 
family  units  built  annually  in  the  United 
States  over  the  period  from  1915  through 
1936  are  shown  in  Table  I  and  in  Chart  I.^ 

Table  I 


No.  of 

Year  Units  Built 

1915  .  529,000 

1916  .  506,000 

1917  .  359,000 

1918  .  241,000 

1919  .  545,000 

1920  .  337,000 

1921  .  457,000 

1922  .  777,000 

1923  .  861,000 

1924  .  878,000 

1925  . •.  919,000 

1926  .  830,000 

1927  .  771,000  . 

1928  .  710,000 

1929  .  517,000 

1930  .  320,000 

1931  .  204,000 

1932  .  97,000 

1933  .  60,000 

1934  .  60,000 

1935  .  133,000 

1936  .  250,000 


For  residential  building  alone,  adequate 
statistics  are  not  available  for  years  prior 
to  1915.  However,  total  building  permits 
in  a  number  of  urban  areas  since  1875  are 
available  and  appear  to  have  experienced 
cycles  of  large  amplitude  and  with  dura¬ 
tions  of  sixteen  to  twenty-two  years  simi- 


‘See  Appendix  to  this  article  for  a  discussion  of  the  method 
used  in  arrivinR  at  these  estimates. 


lar  to  that  shown  in  Chart  I  for  residential 
building.* 

Fluctuations  in  the  production  of  new 
units  have  been  very  great,  not  only  from 
year  to  year  but  also  among  individual 
cities  as  well  as  among  groups  of  cities  j 
classified  according  to  size  and  relationship  ! 
to  metropolitan  areas.  On  Chart  II  are 
shown  the  rates  of  building  in  terms  of  j 
the  number  of  units  per  ten  thousand  per¬ 
sons  by  city  size,  satellite  and  non-satellite 
communities  being  shown  separately. 
These  rates,  which  are  estimated  fror. 
building  permit  reports,  provide  the  basis 
for  the  totals  shown  in  Chart  I.  Notable 
differences  may  be  observed  in  the  rate 
of  growth  between  satellite  and  non-satel¬ 
lite  cities.  These  differences  reflect  the 
migration  toward  the  periphery  of  large 
cities,  both  as  the  result  of  shifts  from 
central  sections,  typical  of  urban  growth, 
and  from  farm  to  urban  areas.® 


Other  Changes  in  the  Supply 

Changes  in  the  available  supply  of  hous¬ 
ing  depend  not  only  upon  new  building 
but  also  upon  such  factors  as  the  conver¬ 
sion  of  large  single-family  houses  to 
multiple-family  dwellings,  the  conversion 
of  residential  structures  to  other  forms  of 
use,  principally  to  stores  and  offices,  and 
the  withdrawal  of  structures  from  use  by 
demolition  and  by  destruction  through 


*John  R.  Riggleman,  “Building  Cycles  in  the  United  States 
1875-1932,”  Journal  of  the  American  Statistical  Associatio*, 
June  1933,  pp.  174-183.  Further  unpublished  investigations 
which  Mr.  Riggleman  has  very  kindly  made  available  indi¬ 
cate  that  similar  fluctuations  occurred  in  earlier  years  at 
least  as  far  back  as  1830. 

•According  to  the  revised  estimates  of  the  U.  S.  Bureau 
of  A^icultural  Economics,  release  dated  Oct.  27,  1936,  the 
net  migration  from  farms  to  cities,  towns,  and  villages  aver¬ 
aged  630,000  persons  per  annum  over  the  period  from  1920 
through  1929.  Beginning  in  1930  it  declined  rapidly,  but 
actual  reversal  of  migration,  i.e.,  a  net  movement  back  to 
farm  areas,  occurred  in  only  one  year,  1932.  During  1935 
the  movement  to  cities,  towns,  and  villages  had  again  reached 
a  very  large  number,  386,000.  Intracity  migration  in  CTeve 
land  has  been  studied  in  great  detail  by  Mr.  Howard  W 
Green,  Real  Property  Inventory  of  the  Cleveland  Metropoli¬ 
tan  District,  No.  6,  Table  5,  pp.  297-401,  and  other  volumes. 
Several  charts  included  in  the  report  prepared  in  1934  by  the 
Slum  Clearance  Committee  of  the  City  of  New  York  also 
show  migration  trends  for  that  city  by  boroughs  and  census 
tracts  for  the  period  1920-1930. 
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CHART  II 

Number  of  Family  Units  for  Which  Building  Permits  Were  Granted  Annually  per  10,000  Persons 
in  Groups  of  Cities  by  Size  and 


catastrophes  such  as  fire,  flood,  and  tor¬ 
nado.  Statistics  indicating  the  net  change 
in  the  housing  supply  resulting  from  con¬ 
version  are  available  for  only  a  few  very 
large  cities  such  as  New  York  and  Phila¬ 
delphia.  It  is  frequently  assumed  that  the 
number  of  family  units  added  by  the  con¬ 
version  of  large  houses  to  apartments  is 
approximately  equal  to  the  number  taken 
out  of  use  by  the  conversion  of  residential 
buildings  to  other  purposes.  Such  infor¬ 


‘During  the  period  from  1920  to  1929  inclusive,  apartment 
demolitions  in  New  York  City  were  about  5.7  units  per 
annum  per  10,000  population,  based  upon  an  avei'age  of  the 
1920  and  1930  populations,  and  from  1932  to  1934  the  rate 
was  5.3  units  per  annum  (based  upon  1930  population).  In 
Cleveland  from  1932  to  1935  the  corresponding  rate  (based 
upon  1930  population)  was  8.0  units.  In  Philadelphia  from 
1930  to  1935  the  corresponding  rate  was  6.9  units  (based 
upon  1930  population).  These  rates  have  been  computed 
from  the  Annual  Reports  of  the  Tenement  House  Department 
of  the  City  of  New  York ;  the  Real  Property  Inventory,  Qeve- 
land,  Vols.  1  to  6;  and  unpublished  data  for  Philadelphia. 


Relationship  to  Metropolitan  Areas. 


mation  as  is  available,  however,  indicates 
that  there  may  be  some  net  increase  in 
units  by  this  process. 

The  demolition  of  residential  structures 
in  the  United  States  in  the  past  has  been 
at  a  very  low  rate,  and  over  the  period 
from  1920  to  1930  probably  did  not  aver¬ 
age  more  than  forty  thousand  family  units 
per  year  in  all  nonfarm  areas.^  In  the 
majority  of  cases  during  this  period. 


about  850  cities  over  the  period  from  1929  through  1935. 
Preliminary  tabulations  for  a  few  of  these  cities  indicate 
somewhat  lower  rates  than  those  for  the  individual  cities 
mentioned  above. 

The  figure  of  40,000  units  per  annum  for  all  urban  ,nnd 
rural  nonfarm  areas  over  the  period  from  1920  to  1930  is 
little  more  than  a  guess  based  upon  such  scattered  data  as 
are  indicated  above.  The  annual  rate  corresponding  to  this 
figure  is  4.8  units  per  annum  per  10,000  population,  based 
upon  the  average  annual  population  over  this  period.  Mr. 
Frank  j.  Hallauer  uses  a  rate  of  5.0  units  per  annum  per 
10,000  based  upon  1920  population  for  his  computation  cover¬ 
ing  the  period  1920-1930:  “Population  and  Building  Con¬ 
struction,”  Journal  of  Land  and  Public  Utility  Economics, 
Feb.  1934,  pp.  35-41,  and  Feb.  1936,  pp.  12-18. 
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demolitions  occurred  in  connection  with 
changes  in  land  use  from  residential  to 
commercial  or  other  purposes.  Only  infre¬ 
quently  have  submarginal  structures  ac¬ 
tually  been  taken  down  (prior  to  the  last 
few  years)  solely  because  they  were  no 
longer  in  demand.  During  the  past  four 
or  five  years  the  rate  of  demolition  has 
been  substantially  increased  through  the 
action  of  municipal  authorities  in  prohib¬ 
iting  the  occupancy  of  structures  unsafe 
or  otherwise  unfit  for  use.  The  assistance 
of  the  Federal  Government  in  the  removal 
of  such  structures  without  cost  to  their 
owners  has  also  accelerated  the  rate  of 
demolition. 

Withdrawal  from  use  as  the  result  of 
fire,  flood,  tornado,  or  other  catastrophe 
may  be  estimated  at  approximately  thirty 
thousand  family  units  annually  in  non¬ 
farm  areas  over  the  period  from  1920  to 
1929.  No  statistics  on  this  subject  are 
available,  however,  other  than  for  the  dol¬ 
lar  value  of  total  fire  losses  covering  per¬ 
sonal  as  well  as  real  property  and  partial 
as  well  as  complete  destruction  reported 
by  the  National  Board  of  Fire  Under¬ 
writers.® 

Up  to  the  present  time  in  the  United 
States,  average  net  changes  by  conversion, 
demolition,  and  other  withdrawal  from 
use  have  thus  been  small  in  comparison 
with  the  number  of  new  units  built  an¬ 
nually.  Over  the  period  from  1920  to  1929 
inclusive,  the  number  of  new  units  built 
as  indicated  in  Chart  I  was  approximately 
7,000,000.  During  this  same  period  the 
number  of  units  withdrawn  from  use  by 
all  causes  probably  did  not  exceed  10  per 
cent  of  that  number. 


“Report  of  the  Committee  on  Statistics  and  Origin  of  Fires, 
National  Board  of  Fire  Underwriters,  New  York,  May  28, 
1936,  p.  5;  “American  Homes  Unnecessarily  Sacrificed  to 
Fire,”  Fire  Prevention  Yearbook  1925,  p.  7. 


Adjustment  of  Supply  to  the  Current 
Demand 

Although  residential  building  in  all  but 
the  most  inactive  years  is  a  large  and 
highly  important  branch  of  industrial  ac¬ 
tivity  (from  1923  to  1928  inclusive  it  to¬ 
taled  more  than  four  billions  of  dollars  per 
annum),  it  stands  in  relation  to  the  total 
housing  supply  as  a  comparatively  small 
increment  in  the  number  of  available 
units.  Even  in  the  peak  year  of  1925,  the 
number  of  new  units  added  did  not  exceed 
5  per  cent  of  the  then  existing  supply,  and 
in  1933  and  1934  it  fell  to  a  level  of  less 
than  0.3  of  1  per  cent  of  the  standing 
supply. 

The  adjustment  of  production  to  meet 
current  demand,  even  if  possible  as  a  nor¬ 
mal  economic  process,  would  require  very 
large  year-to-year  changes  corresponding 
to  the  current  changes  in  demand.  An  in¬ 
crease  in  vacancies  of  2  per  cent  due  to 
the  doubling-up  of  families,  if  such  a  sud¬ 
den  change  should  occur,  would  alone 
more  than  offset  an  average  increase  of 
about  470,000  per  annum  in  the  number 
of  families  in  nonfarm  areas,  and  would 
make  practically  unnecessary  any  new 
building  in  a  year  during  which  such  tem¬ 
porary  doubling  might  occur.  Undoubling 
of  this  magnitude  in  any  year  would  con¬ 
versely  create  a  physical  need  of  twice  the 
average  requirement.  Actually,  the  in¬ 
tensity  of  use  does  not  appear  to  change 
at  such  a  rapid  rate,  although  doubling  up 
may  very  likely  have  been  more  than  1  per 
cent  during  1932  in  urban  areas  in  the 
United  States.® 

The  relatively  small  ratio  which  annua! 
production  bears  to  the  total  supply,  al¬ 
though  essentially  true  of  all  commodities 
excepting  direct  consumables  such  as  food, 

“Statistics  on  the  number  of  extra  families  are  included  i« 
the  Federal  Real  Property  Inventory,  1934,  U.  S.  Bureau  of 
Foreign  and  Domestic  Commerce.  No  measure  of  year-to- 
year  changes  or  distinction  between  permanent  and  tempo¬ 
rary  doubling-up  appears  to  be  available. 
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fuel,  and  services,  characterizes  housing 
to  a  higher  degree  than  it  does  any  other 
major  commodity.  Manufacturing  build¬ 
ings  and  equipment  and  railroad  rolling 
stock,  for  example,  although  generally 
thought  to  be  highly  durable,  are  for  the 
most  part  withdrawn  from  use  after  much 
shorter  periods  of  time  than  dwellings.  In 
fact,  as  has  already  been  observed,  resi¬ 
dential  structures  seldom  have  been  with¬ 
drawn  from  use  and,  in  any  event,  their 
replacement  has  been  postponed  over  long 
periods  of  time. 

Theoretical  Aspects  of  Production 

The  economic  process  by  which  new 
units  are  added  to  the  standing  supply  of 
residential  buildings  is  not  essentially  dif¬ 
ferent  in  basic  theory  from  that  of  other 
commodities.  The  customary  distinctions 
of  classical  theory  between  current  mar¬ 
ket,  short-term,  long-term,  and  secular 
trend  conditions  in  the  supply  are,  how¬ 
ever,  of  special  importance.  This  arises 
in  part  from  the  capacity  of  the  basic  de¬ 
mand  in  terms  of  the  net  increase  in  new 
families  added  annually  to  change  sub¬ 
stantially  as  well  as  to  expand  or  contract 
greatly  by  doubling  and  undoubling,  thus 
placing  the  requirements  for  new  residen¬ 
tial  building  from  time  to  time  under 
substantially  different  conditions.  The 
postponable  character  of  new  construc¬ 
tion,  the  great  length  of  life  of  structures, 
and  the  relative  ineffectiveness  of  eco¬ 
nomic  processes  for  taking  submarginal 
structures  permanently  out  of  use  add  to 
the  violence  of  these  changes  as  they  affect 
production. 

Market  conditions 

Market  conditions  may  be  said  to  pre¬ 
vail  at  times  when  vacancies  are  numer¬ 
ous,  because  of  a  contraction  of  demand 
or  in  some  cases  because  of  a  previous 
overproduction  of  desirable  units.  Under 


these  conditions  “cost  of  ownership”  is  not 
an  important  element  in  the  determina¬ 
tion  of  production  or  of  rent  or  value, 
which  for  the  most  part  may  be  expressed 
in  terms  of  relative  desirability  of  avail¬ 
able  units.  The  prospect  of  an  increase  in 
rent  or  sale  price  does,  of  course,  affect 
the  supply  schedule  and  may  result  in  the 
withholding  of  properties  from  use  and 
in  sustaining  prices  above  those  which 
would  exist  in  a  market  for  a  rapidly  per¬ 
ishable  commodity.  Tnose  conditions  are 
roughly  descriptive  of  the  housing  market 
in  most  communities  in  the  United  States 
over  the  period  from  1928  to  about  the 
beginning  of  1935. 

Short-term  conditions 

During  periods  when  there  is  a  short¬ 
age,  however,  “cost  of  ownership”  plays 
an  important  part  in  determining  the  vol¬ 
ume  of  construction  of  new  units.  As  eco¬ 
nomic  demand  increases,  a  shortage  of  de¬ 
sirable  units  begins  to  develop,  often  quite 
rapidly.  In  this  case  short-term  conditions, 
in  which  productive  capacity  is  somewhat 
limited  by  available  labor,  materials,  and 
investment  funds,  may  in  an  important 
degree  influence  the  number  of  units 
which  may  be  built. 

The  immediate  postwar  period  illus¬ 
trates  clearly  the  short-term  influences  of 
cost  upon  the  production  of  dwelling 
units.  Such  conditions  were  particularly 
marked  in  1919,  1920,  and  1921,  and  no 
appreciable  adjustment  was  reached  until 
1922  or  1923.  Throughout  this  period  the 
economic  demand  as  measured  by  rents 
and  vacancies  was  increasing,  although  in 
the  summer  of  1922  rents  did  show  a  very 
slight  reaction  in  this  steady  rise  to  a  peak 
in  the  middle  of  1924.  During  the  latter 
part  of  1919  and  the  early  part  of  1920 
the  costs  of  materials  moved  up  very  rap¬ 
idly,  70  per  cent  from  April  1919  to  the 
same  month  one  year  later,  but  declined 
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equally  abruptly,  reaching  a  temporary 
low  point  in  September  1921.  Wages  in 
the  building  trades  advanced  sharply  in 
1920  and  increased  somewhat  during  the 
following  year,  but  declined  in  1922. 

It  is  clear  that  the  sudden  rise  in  build¬ 
ing  costs  in  1919  and  1920,  in  spite  of  a 
very  active  demand,  did  much  to  cause  the 
reaction  in  the  volume  of  residential  build¬ 
ing  which  occurred  in  1920.  The  prompt 
readjustment  of  prices  in  the  latter  part 
of  1920,  although  contributing  to  the 
business  depression  of  1921,  was  followed 
by  a  recovery  in  building  activity  in  that 
year.^  Interest  rates  also  advanced  rapidly 
during  1920,  reached  their  highest  levels 
early  in  the  following  year,  and  declined 
somewhat  thereafter.  In  comparison  with 
immediately  preceding  and  following 
years,  the  aggregate  of  the  major  elements 
of  cost  was  at  a  moderate  level  in  1922,  a 
year  which  experienced  an  astonishing  in¬ 
crease  in  building  activity.  Observation 
of  Chart  I  indicates  that  each  of  the  year- 
to-year  fluctuations  in  new  building  from 
1919  through  1922  were  in  substantial 
agreement  with  theoretical  expectations 
as  regards  the  manner  in  which  cost  oper¬ 
ates  upon  production. 

Long-term  conditions 

Long-term  conditions  in  the  supply  per¬ 
mit  certain  adjustments  in  the  number  of 
workers  and  in  the  prices  and  production 
of  necessary  materials  as  well  as  in  invest¬ 
ment  funds  and  business  organization  in 
the  building  industry.  To  the  extent  that 
demand  follows  an  orderly  rate  of  in¬ 
crease,  cost  may  be  in  substantial  adjust- 

’BuilditiK  cost  statistics  covering  this  period  are  shown  in 
some  detail  by  the  author  in  “Construction  Cost  Indexes  as 
Influenced  by  Technological  Change  and  Other  Factors,” 
Journal  of  the  American  Statistical  Association,  Sept.  1935, 
pp.  561-576. 

Mr.  Frank  R.  Garfield,  Board  of  Governors  of  the  Fed¬ 
eral  Reserve  System,  and  Mr.  William  M.  Hoad,  Central 
Statistical  ^ard,  have  called  special  attention,  in  a  paper 
presented  at  the  Annual  Meeting  of  the  American  Statistical 
Association  in  December  1936,  to  an  important  distinction 
existing  between  the  trends  in  building  costs  and  in  the 
actual  purchase  price  of  houses. 


merit  with  value,  and  production  may  be 
comparatively  steady  over  such  periods. 
Assuming  that  rigid  limits  may  be  set 
upon  an  economic  process  in  which  change 
is  a  dominant  characteristic,  such  a  “nor¬ 
mal”  adjustment  between  value,  cost,  and 
annual  production  appears  to  have  been 
reached  in  1923  or  possibly  1922,  and  to 
have  continued  through  1927. 

Although  this  period  was  one  of  appar¬ 
ent  stability  as  regards  the  relation  be-; 
tween  demand,  costs,  and  production,  its! 
commitments  for  the  future  were  highly; 
insecure.  The  accumulation  of  tremendous 
debt,  involving  interest  charges  higher 
than  they  had  been  during  any  similar 
long  period  of  years  for  many  decades, 
and  without  allowances  for  amortization 
or  other  protection  against  depreciation, 
obsolescence,  or  other  loss  of  value,  re¬ 
sulted  in  a  situation  in  the  ownership  and 
production  of  housing  which  was  inher¬ 
ently  unstable  and  which  could  hardly 
have  withstood  even  moderate  adversity. 
Secular  trends 

Secular  trends,  in  building  technology, 
in  types  and  practices  of  lending  institu¬ 
tions,  and  in  living  customs,  e.g.,  from 
single-family  to  multiple-family  units, 
also  result  in  important  changes  in  pro¬ 
duction.  The  effects  of  such  trends  upon 
year-to-year  production,  however,  are 
likely  to  be  obscure  and  are  not  readily 
amenable  to  analysis  in  general  terms. 

Annual  Costs  of  Ownership  in 
Relation  to  Production 

During  periods  of  active  demand,  par¬ 
ticularly  in  short  periods  as  indicated  in 
the  previous  section,  “costs  of  ownership” 
clearly  influence  the  volume  of  building. 
The  more  important  elements  entering 
into  annual  cost  are  the  original  building 
cost  of  structures  and  other  improvements, 
the  purchase  price  of  land,  interest  rates 
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and  other  financing  charges,  annual  taxes 
and  assessments  upon  land  and  improve¬ 
ments,  and  the  annual  loss  of  value 
due  to  obsolescence  and  depreciation.  Sup¬ 
plementary  costs,  such  as  those  for  trans¬ 
portation  and  community  services  (refuse 
collection,  recreational  facilities,  schools, 
and  so  forth)  not  adequately  provided  by 
public  agencies,  also  enter  into  any  com¬ 
parisons  of  the  annual  cost  of  housing  in 
different  areas. 

Building  costs 

Improvements  in  the  facilities  included 
in  houses  have  been  substantial  during  the 
past  two  decades.  Changes  in  residential 
building  methods,  however,  have  been 
very  slight,  and  the  technique  of  fabrica¬ 
tion  of  houses  has  been  one  of  the  slowest 


of  the  arts  to  respond  to  the  widespread 
technical  progress  of  recent  times.  The 
result  has  been  that  a  moderately  rising 
long-time  trend  in  the  prices  of  building 
materials,  accompanied  by  a  much  steeper 
trend  in  wage  rates  in  the  building  trades, 
has  resulted  in  a  substantial  increase  in 
building  costs  during  the  past  two  or  three 
decades.^"  The  failure  of  residential  build¬ 
ing  to  share  in  the  technological  develop¬ 
ments  which  have  made  possible  both  high 
wages  and  lower  costs  in  many  types  of 
manufacturing  production,  has  undoubted¬ 
ly  seriously  hindered  the  improvement  of 
housing  conditions  which  would  have  fol¬ 
lowed  substantial  technical  improvements 

Mr.  Oeorge  Terborgh  (Bd.  of  Gov.,  Fed.  Res.  System), 
in  a  paper  on  “The  Present  Situation  of  Inadequate  Hous¬ 
ing”  (meeting.  Am.  Econ.  Asso.,  Dec.  1936),  has  also  called 
attention  to  the  highly  variable  promoters’  and  builders’ 
profits  and  losses  over  this  period. 


MILLIONS  OF  FAMILIES  MILLIONS  OF  FAMILIES 


CHART  III 

Number  of  Families  in  the  United  States  Having  Incomes  Greater  than  Amounts  Shown. 
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and  consequent  reductions  in  the  purchase 
price  of  dwelling  units. 

The  effect  of  changes  in  the  purchase 
price  upon  the  number  of  persons  who  can 
afford  to  occupy  a  given  dwelling  unit  has 
been  the  subject  of  considerable  specula¬ 
tion.  Chart  III  makes  some  further  con¬ 
jecture  upon  this  subject,  as  well  as  with 
regard  to  interest  rates.  This  Chart  is  a 
summation  of  income  frequencies,  and 
shows  the  number  of  families  in  the 
United  States  having  incomes  greater  than 
the  amounts  shown  as  abscissa.  ®  “Other 
things  being  equal”  in  a  strictly  economic 
sense,  it  would  appear  that  a  20  per  cent 
reduction  in  the  total  purchase  price  of  a 
house  and  lot  from  $4,000  to  $3,200  would 
be  expected  to  increase  the  number  of  fam¬ 
ilies  who  could  afford  to  occupy  such  a 
house  by  approximately  three  and  a  half 
million  in  urban  and  rural  nonfarm  areas 
in  the  United  States  on  the  basis  of  1929 
levels  of  income. 

Although  the  number  of  families  in  the 
income  classes  in  the  range  under  consid¬ 
eration  varies  widely  in  the  two  periods, 
the  number  which  might  appear  to  be  af¬ 
fected  by  the  change  in  costs  indicated  is 
approximately  the  same  for  both  1929  and 
1933  levels  of  income.  The  assumed  cost 
is  considered  to  be  the  minimum  necessary 
to  provide  adequate  shelter  and  facilities 
for  a  typical  American  family  of  moderate 

'The  distribution  of  urban  and  rural  nonfarm  families  by 
income  groups  in  1929  was  derived  from  an  estimate  by  the 
Brookings  Institution,  America's  Capacity  to  Consume,  Table 
37,  p.  227.  As  shown  on  the  chart,  “families”  include  unat¬ 
tached  individuals  occupying  separate  dwelling  quarters,  and 
thus  correspond  with  the  census  total  of  families. 

The  distribution  of  nonfarm  families  by  income  groups  in 
1933  is  based  on  the  percentage  distribution  of  family  income 
by  income  groups  reported  in  the  Financial  Surrey  of  Urban 
Housing,  U.  S.  Department  of  Commerce,  1934.  The  total 
estimated  number  of  nonfarm  families  in  1933  were  first  dis¬ 
tributed  according  to  these  percentages.  The  resulting  fre¬ 
quencies  gave  a  total  nonfarm  income  less  than  that  indi¬ 
cated  by  the  statistics  of  national  income  paid  out  (National 
Income  in  the  United  States,  1929-1935,  U.  S.  Dept,  of  Com¬ 
merce,  1936),  with  allowances  for  agricultural  income  and 
for  the  income  of  individuals  living  in  hotels,  boarding  and 
lodging  houses,  labor  camps,  and  so  forth. 

Family  incomes  were  adjusted  upwards  by  a  constant  per¬ 
centage  for  all  incomes  in  such  a  manner  that  both  the  num¬ 
ber  of  familjes  and  the  total  of  all  family  incomes  were  in 
agreement  with  the  statistics  mentioned  above. 


income  in  urban  areas  in  the  United 
States.  The  years  1929  and  1933  are  the 
only  periods  in  recent  years  for  which  the 
distribution  of  family  income  appears  to 
have  been  estimated. 

This  observation  regarding  the  isolated 
result  of  changes  in  costs  is,  of  course,  not 
fully  descriptive  of  the  actual  conse¬ 
quences  which  would  follow,  because  of 
the  widespread  adjustments  in  general 
economic  activity  which  inevitably  accom¬ 
pany  any  substantial  change  in  a  single 
factor  in  the  economic  life  of  a  country. 
Although  not  precisely  measurable,  the  il¬ 
lustration  does  suggest,  however,  that 
effects  upon  production  which  follow  sub¬ 
stantial  changes  in  cost  (purchase  price) 
during  periods  of  active  demand  are  likely 
to  be  of  large  magnitude. 

Financing  costs 

Interest  rates  and  other  financing 
charges,  and  the  rate  of  retirement  of  in¬ 
vested  capital  made  necessary  by  depre¬ 
ciation,  obsolescence,  and  other  loss  of 
value,  are  also  of  major  importance  in  any 
discussion  of  the  production  and  supply 
of  domestic  shelter.  The  effect  of  chang¬ 
ing  interest  rates  upon  the  volume  of  pro¬ 
duction  is  of  special  importance  here,  and 
has  already  been  discussed  briefly  in  con¬ 
nection  with  “short  periods”  in  the  pre¬ 
ceding  section. 

The  relation  between  changes  in  interest 
rates  and  amortization,  “other  things  be¬ 
ing  equal,”  and  the  number  of  families 
which  would  be  affected  by  such  changes, 
is  suggested  by  certain  comparisons  based 
upon  Chart  III.  The  chart  indicates  that, 
based  upon  the  levels  of  income  in  1929, 
approximately  five  million  more  families 
of  moderate  income  could  support  the 
ownership  of  a  minimum-priced  house 
adequate  to  their  needs  if  interest  rates 
and  amortization  were  to  change  from  6I/2 
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per  cent  amortized  over  20  years  to  4i/^ 
per  cent  amortized  over  30  years.  This 
calculation  is  based  upon  the  assumption 
that  one  fifth  of  family  income  is  allocated 
to  cover  interest  and  amortization  charges 
upon  the  total  purchase  price  of  house  and 
lot. 

The  number  of  families  which  it  appears 
would  be  affected,  other  things  being  equal, 
is  very  great,  being  approximately  seven 
times  the  average  number  of  family  units 
built  annually  in  nonfarm  areas  in  the 
United  States  during  the  period  from  1920 
to  1929.  The  secondary  consequences, 
however,  such  as  reduction  in  rents  and 
values,  changes  in  consumers’  appraisal  of 
the  desirability  of  improved  housing  as 
compared  with  other  commodities,  changes 
in  the  supply  of  materials,  labor,  land,  and 
investments  funds,  and  similar  economic 


adjustments  which  would  follow  a  sub¬ 
stantial  volume  of  new  building,  would 
greatly  reduce  the  number  of  families 
which  otherwise  might  appear  to  be  af¬ 
fected.  In  spite  of  these  limitations,  the 
comparisons  do  suggest  that  a  highly  im¬ 
portant  relationship  exists  between  inter¬ 
est  rates  and  amortization,  and  the  volume 
of  production  of  new  units  as  measured  by 
the  ability  of  families  to  support  home 
ownership  either  as  tenants  or  as  owner- 
occupants. 

Chart  IV  provides  a  more  direct  com¬ 
parison  of  the  effect  of  interest  rates  and 
amortization  upon  various  investments  in 
housing  which  could  be  sustained  by  a 
given  annual  outlay  for  such  purposes. 
This  chart  is  a  graphical  representation  of 
the  mathematical  relationship  which  exists 
between  a  capital  expenditure,  interest 
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CHART  IV 

Housing  Which  Equal  Annual  Payments  of  $240  Will  Support  at  Varying  Interest  Rates  and  Periods 

of  Amortization. 
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rates  and  periods  of  amortization,  and  the 
annual  payment  required  to  sustain  that 
expenditure.  It  may  be  observed  that  equal 
annual  payments  of  $240  for  20  years  will 
sustain  a  capital  expenditure  of  approxi¬ 
mately  $2,700  when  interest  rates  are  6V^ 
per  cent,  and  that  the  same  annual  pay¬ 
ments  over  30  years  with  interest  rates  at 
4V^  per  cent  will  sustain  a  capital  expen¬ 
diture  of  approximately  $3,900. 

Other  costs 

In  addition  to  purchase  price  and  financ¬ 
ing  charges,  a  number  of  other  costs,  such 
as  taxes  and  supplementary  expenditures 
for  transportation  and  community  serv¬ 
ices,  enter  substantially  into  the  total  cost 
of  home  ownership.  Purchase  price  and 
financing  charges,  however,  appear  to  be 
the  dominant  factors,  and  consequently 
have  been  particularly  emphasized  in  this 
discussion. 

Costs  and  production:  English  experience 

Experience  in  England  since  about  1929 
follows  theoretical  expectation  and  also 
tends  to  confirm  the  reactions  in  the 
United  States  during  1919  to  1921  with 
regard  to  the  relation  between  interest 
rates,  construction  cost,  and  private  resi¬ 
dential  building.  Through  voluntary  co¬ 
operation,  all  branches  of  the  home  build¬ 
ing  industry  in  England  and  Wales  have 
assisted  during  the  past  six  years  in  main¬ 
taining  conditions  favorable  to  sustained 
activity  in  meeting  the  existing  demand 
for  dwellings.  The  building  societies, 
aided  by  large  amounts  of  available  funds 
and  strong  and  efficient  management,  have 
reduced  their  interest  rates  on  comparable 
loans  from  approximately  6  per  cent  in 
1929,  to  prevailing  rates  at  the  present 


time  upon  well-secured  private  loans  as 
low  as  4V^  per  cent.  ® 

Construction  costs  have  also  been  very 
substantially  reduced  each  year  since 
about  1927,  with  the  exception  of  the  past 
two  years,  during  which  a  slight  increase 
has  occurred.  This  reduction  may  be  at¬ 
tributed  in  part  to  a  cooperative  agree¬ 
ment  between  the  building  trades  workers, 
contractors,  and  the  Government,  by 
means  of  which  the  workers  have  accepted 
lower  hourly  wages  in  return  for  more 
sustained  employment.  During  this  period 
the  number  of  “houses”  reported  by  the 
Ministry  of  Health  as  having  been  built 
annually  in  England  and  Wales  without 
state  assistance,  for  the  annual  periods 
ending  March  31,  has  increased  steadily 
from  70,000  units  in  1929  to  284,000  in 
1935.  Although  there  has  been  a  steady 
demand  for  housing  in  England  due  to  a 
large  increase  in  the  number  of  families, 
accompanied  by  a  moderate  increase  in 
population,  this  large  volume  of  private 
building  probably  would  not  have  been 
maintained  had  not  interest  rates  and  con¬ 
struction  costs  been  substantially  reduced. 

Summary 

Major  fluctuations  in  the  production  of 
houses  are  for  the  most  part  dominated 
by  demand  factors  such  as  marriages  less 
dissolutions  by  death  or  divorce,  immigra¬ 
tion,  internal  migration,  and  levels  of 
family  income.  These  major  fluctuations, 
which  appear  to  have  been  roughly  cyc¬ 
lical,  are  believed  to  result  in  periods  of 
differing  character  with  regard  to  the  in¬ 
fluence  of  costs  and  other  supply  factors 

*A  diacusiion  of  recent  “Changes  in  Interest  Rates”  » 
Iiears  in  the  Hconomist,  London,  April  11,  1936.  This  srticlt 
states  that  effective  interest  rates  on  mortgages  held  bx  th 
building  societies  have  declined  from  S.78  per  cent  in  1929* 
S.20  per  cent  in  1935.  Actual  interest  rates  charged  on  V 
loans  to  private  borrowers  have  been  reduced  to  a 
greater  extent,  approximately  1J4  per  cent,  as  indies*" 
above. 
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upon  the  volume  of  building  at  different 
periods  of  time. 

Special  emphasis  has  been  placed  upon 
these  differences  in  time  as  they  relate  to 
costs.  Market  conditions  at  times  of  cur¬ 
tailed  demand  or  excess  in  the  standing 
supply  evidence  little  relationship  between 
cost  factors  and  production.  With  in¬ 
creasing  demand  and  actual  or  approach¬ 
ing  shortage,  production  may,  over  short 
periods,  show  a  marked  relationship  to 
cost.  Over  longer  periods,  the  supply  of 
necessary  labor,  materials,  credit  business 
organization,  and  similar  factors  becomes 
adjusted  to  enlarged  requirements,  and 
cost  and  production  may  be  in  fairly  close 
adjustment. 

Actual  stability,  however,  is  seldom  at¬ 
tained.  Residential  building,  in  spite  of  its 
relative  size  and  importance  when  com¬ 
pared  with  other  industries  in  good  times, 
is  essentially  a  small  increment  in  the 
available  supply  of  a  highly  durable  com¬ 
modity.  Moderate  changes  in  the  total  de¬ 
mand  represent  very  large  changes  in  the 
increments  in  that  demand,  and  result  in 
wide  changes  in  production. 

The  period  from  1915  to  1934  is  the  only 
one  for  which  residential  building  statis¬ 
tics  alone  are  available.  This  period  tends 
to  confirm  theoretical  expectation  with  re¬ 
gard  to  the  relation  between  major  cost 
factors  and  the  volume  of  production.  Ex¬ 
perience  in  England  since  1930  also  tends 
to  confirm  theoretical  expectation  with 
regard  to  these  factors. 

The  costs  of  production,  in  the  economic 
sense,  which  are  related  to  private  resi¬ 


dential  building  are  essentially  costs  of 
ownership.  Interest  rates,  building  costs, 
land  costs,  taxes,  and  other  costs  of  own¬ 
ership  have  long  been  recognized  as  highly 
important  in  their  relation  to  residential 
building.  The  magnitude  of  the  possible 
effects  of  cost  changes  upon  production  is 
not  readily  commensurable  in  precise 
terms.  Certain  indications  based  upon  the 
consequences  which  appear  to  follow, 
other  things  being  equal,  from  changes  in 
purchase  price  and  in  financing  charges, 
upon  the  number  of  families  who  could 
sustain  the  ownership  of  a  minimum- 
priced  house  have  been  suggested  by  Chart 
III.  The  secondary  adjustments  which  in¬ 
evitably  accompany  any  major  economic 
change  would  of  course  greatly  lessen  the 
consequences  which  might  otherwise  be 
expected  to  follow  changes  in  building  and 
financing  costs.  Nevertheless,  both  theo¬ 
retical  observations  and  actual  experience 
indicate  that  substantial  changes  in  the 
costs  of  ownership  in  certain  periods  may 
have  highly  important  effects  upon  resi¬ 
dential  building  volume. 

The  magnitude  of  these  effects  is  likely 
to  be  especially  large  in  the  United  States 
at  the  present  time.  Vacancies  in  many 
cities  are  lower  than  they  have  been  for  a 
decade  or  more ;  marriages  in  urban  areas 
appear  to  be  greater  in  number  than  at 
any  previous  time;  and  levels  of  family 
income  are  increasing.  Consequently 
changes  in  costs  of  ownership  may  be  ex¬ 
pected  to  have  particularly  important  ef¬ 
fects  at  the  present  time  upon  the  volume 
of  new  units  produced,  which  is  still  at 
comparatively  low  levels. 


Appendix 


Estimates  for  the  years  1921  to  1935  inclusive 
»re  based  largely  upon  the  number  of  families 
provided  for  as  reported  to  the  United  States  Bu¬ 
reau  of  Labor  Statistics.  These  reports  cover 


dwellings  in  all  cost  ranges  in  an  increasing  num¬ 
ber  of  cities  which  embraced  approximately  50 
per  cent  of  the  nonfarm  population  in  1921  and 
55  per  cent  in  1935.  Rates  based  upon  these  re- 
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ports  were  computed  for  satellite  and  non-satellite 
cities  in  considerable  detail  as  indicated  in  Chart 
II.  Using  these  rates,  estimates  of  the  number 
of  family  units  built  were  extended  to  cover  each 
group  of  non-reporting  cities  or  unincorporated 
areas  upon  the  basis  of  the  population  of  these 
areas.  Whenever  possible,  allowances  were  made 
for  annexations,  lapses,  under  reporting,  discrep¬ 
ancies  between  plans  filed  and  multifamily  units 
completed  in  New  York  City,  and  similar  factors. 
The  estimates  for  satellite  cities  under  25,000 
population  also  depend  upon  the  reports  of  the 
Real  Property  Inventory,  United  States  Bureau 
of  Foreign  and  Domestic  Commerce,  1934.  The 
figure  shown  for  the  year  1936  is  an  extension  of 
the  estimate  for  1935  on  the  basis  of  the  relative 
increase  in  1936  over  that  in  1935  as  indicated  by 
annual  totals  for  over  seven  hundred  identical 
cities. 

Estimates  for  the  years  1915  to  1920  inclusive 
were  projected  back  from  the  1921-1922  average, 
as  determined  above,  by  using  the  link  relatives 
indicated  by  year-to-year  changes  in  residential 
floor  space  in  twenty-seven  eastern  states  re¬ 
ported  by  the  F.  W.  Dodge  Corporation,  adjusted 
to  allow  for  the  differences  during  these  years  in 
the  rates  of  building  in  eastern  and  western  states 
(total  building  permits  in  representative  cities 
were  used  for  this  minor  adjustment).  The  dol¬ 
lar  value  of  residential  building  contracts 
awarded,  deflated  for  price  changes,  yielded  link 
relatives  not  unlike  those  computed  from  floor 
space,  but  much  more  uncertain  because  of  the 
uncertainty  inherent  in  building  cost  indexes,  par¬ 
ticularly  from  1917  to  1922. 


The  total  number  of  family  units  estimated  as  I 
having  been  built  in  nonfarm  areas  during  the  I 
years  1920  through  1929  is  shown  as  7,057,000.  I 
A  rough  check  upon  the  reliability  of  these  esti-  I 
mates  over  this  period  may  be  determined  from  j 
the  reports  of  “Families”  from  the  Decennial 
Census  of  Population  in  1920  and  1930,  with  al¬ 
lowances  for  differences  in  census  dates.  Assum¬ 
ing  2  per  cent  vacancies  in  1920  and  5  per  cent  in 
1930,  demolitions  of  40,000  per  annum,  fire  and 
other  catastrophic  loss  of  30,000  per  annum,  and 
net  additions  by  conversion  of  15,000  per  annum, 
it  would  appear  that  6,974,000  new  dwelling  units 
were  added  during  this  decade.  This  seemingly 
close  agreement  should  not  be  accepted,  however, 
as  more  than  a  rough  indication  of  the  reliability 
of  the  estimates.  Increase  allowances  for  net  ad¬ 
ditions  by  conversions,  for  fewer  vacancies  in 
1920,  or  similar  changes,  would  give  slightly  dif¬ 
ferent  results.  In  making  the  above  comparison, 
however,  the  most  likely  values  have  been  used. 

These  estimates  were  computed  under  the  di¬ 
rection  of  the  author  by  Miss  Dorothy  Smith,  who 
also  assisted  gn”eatly  in  other  ways  in  the  prep¬ 
aration  of  this  paper.  A  fuller  explanation  of  the 
methods  used  has  been  prepared  and  will  be  fur¬ 
nished  upon  request.  Similar  estimates,  covering 
the  period  1920-1936,  also  based  upon  building 
permits  reports  but  using  an  entirely  different 
method  of  projection,  have  been  prepared  by  Mr. 
David  L.  Wickens  and  Mr.  R.  R.  Foster  of  the 
National  Bureau  of  Economic  Research,  and  were 
discussed  by  them  at  the  Annual  Meeting  of  the 
American  Statistical  Association,  December,  1936. 
The  estimates  in  their  entirety,  however,  have 
not  been  formally  released. 


Landscape  Planning  and  Real  Estate  Management 

By  Ralph  Rodney  Root 


Landscape  planning  in  real  estate 
development  and  management  stands 
for  guided  and  directed  design  as 
contrasted  with  haphazard  horticultural 
effects  achieved  by  meager  and  unstudied 
plantings  about  the  immediate  surround¬ 
ings  of  buildings  or  dotted  about  the  lots 
of  a  subdivision.  To  be  of  real  and  last¬ 
ing  value,  any  landscape  effect  must  be 
the  result  of  careful  study  and  supervision 
by  a  person  trained  in  this  phase  of  work. 

Landscaping  Arouses  First  Interest 

Few,  if  any,  real  estate  projects  are  in¬ 
augurated  until  interest  has  been  aroused 
by  means  of  some  sort  of  landscape  treat¬ 
ment;  however,  the  landscaping  is  often 
temporary  and  planned  to  last  only  until 
the  selling  or  renting  campaign  is  suc¬ 
cessfully  closed.  A  strong  basic  plan,  with 
proper  hardy  plantings  and  other  suitable 
landscape  features  which  give  something 
of  lasting  value,  is  often  disregarded  for  an 
immediate  effect  that  soon  disappears, 
leaving  only  drab  and  unattractive  sur¬ 
roundings  of  a  slum  character. 

The  lack  of  a  definite  working  plan  in 
any  development  or  rehabilitation  project 
is  apparent  at  once  to  a  professional  who 
has  given  study  to  this  field  of  work.  Al¬ 
though  “dressed-up”  buildings  or  real 
estate  projects  will  mislead  the  layman 
until  the  gloss  wears  off,  the  investors  will 
find  in  time  that  something  they  thought 
they  were  buying  is  not  a  permanent  part 
of  their  investment.  A  planting  of  seedling 
trees  that  will  struggle  years  before  fur¬ 
nishing  any  amount  of  shade  or  old  shrubs 
that  have  reached  their  full  growth  and 
will  begin  to  deterioate  in  five  or  six  years 


is  not  what  can  be  called  a  sincere  land¬ 
scape  development  of  real  estate  projects. 

Landscaping  Adds  To  Real  Value 

Real  property  should  mean  real  value — 
in  its  essential  features,  even  if  some  pro¬ 
perties  are  of  a  more  aesthetic  nature  than 
others.  I  have  in  mind  a  high  class  sub¬ 
division  development  near  one  of  our 
larger  cities,  which  was  developed  with 
large  building  lots,  wide  “estate”  drives, 
and  many  other  features  not  usually  found 
in  this  type  of  development.  To  save 
money,  the  owners  cut  the  planting  cost 
by  substituting  a  cheaper  grade  of  plant 
material  than  that  called  for  in  the 
planting  specifications  but  followed  the 
plan  as  to  the  number  of  plants  and  their 
location.  After  a  period  of  fifteen  years 
the  property  was  put  on  sale,  and  buyers 
were  given  to  understand  that  the  land¬ 
scape  effect  alone  was  worth  more  than 
fifty  per  cent  of  the  asking  price  of  the 
building  sites.  Upon  careful  study  by  an 
expert  in  landscape  work,  it  was  found 
that  more  than  seventy-five  per  cent  of  the 
plantings  were  worthless  from  a  stand¬ 
point  of  use  in  the  development  of  the 
separate  properties. 

Such  trees  as  Black  Locusts,  Poplars, 
Silver  Maples,  and  Box  Elders  are  not 
of  lasting  value,  although  the  first  cost 
may  be  half  that  of  the  better  type  of 
trees.  The  actual  saving  at  the  time  of 
planting  may  have  been  fifty  dollars  for 
each  lot,  or  a  total  of  five  thousand  dollars 
for  the  entire  project. 

An  expanse  of  grass  cut  by  walks  and 
dotted  with  a  variety  of  attractive  plant 
material  will  not  make  a  successful  land- 
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scape  development,  because  the  first  re¬ 
quirement — namely,  good  design — has  not 
been  achieved.  The  professional  fee 
charged  by  a  landscape  architect  is  for  this 
part  of  the  plan;  a  good  basic  design  is 
the  thing  that  is  often  left  out  in  most 
real  estate  developments.  Plants,  beauti¬ 
ful  in  themselves,  if  placed  in  a  haphazard 
way,  are  only  attractive  according  to  their 
horticultural  merit;  they  are  the  reason 
for  the  area  about  the  building.  This  space 
should  be,  first  of  all,  a  part  of  the  ap¬ 
proach  interest  and,  at  the  same  time,  en¬ 
hance  the  architecture. 

In  the  working  out  of  a  landscape  plan, 
simplicity  and  ease  of  understanding  are 
the  important  elements.  A  confused  array 
of  materials  does  not  give  a  favorable  nor 
lasting  impression  to  the  casual  observer. 
The  arrangement  of  the  space,  if  careful 
study  has  been  given  to  the  requirements 
of  the  problem  by  a  competent  designer, 
will  be  a  simple  and  direct  working  plan, 
with  the  landscape  material  properly 
selected  and  placed,  bringing  into  the 
scheme  an  attractive  natural  effect. 

Complete  Building  Program  Should 
Include  Landscaping 

The  arrangement  of  the  space  about 
buildings,  for  its  best  use  in  a  practical 
and  a  decorative  way,  should  be  a  part  of 
every  building  program.  This,  however, 
is  usually  left  to  the  last,  with  the  result 
that  as  little  as  possible  is  done  and  the 
entire  project  suffers  both  from  a  selling 
and  an  aesthetic  angle.  The  walks,  drives, 
and  any  areas  available  for  recreational 
use  by  those  who  occupy  the  premises  are 
often  inconvenient  or  unattractive.  If  the 
necessary  circulation  and  recreational 
areas  are  planned  without  competent 
knowledge  of  simple  principles  of  design, 
the  architecture  of  the  building  is  often 
damaged;  in  place  o‘f  an  attractive  work¬ 


ing  plan,  we  have  an  ordinary  and  cheap  I 
result  that  lowers  the  value  of  the  invest-  I 
ment  and  makes  the  tenants  feel  dis-  I 
satisfied. 

In  any  real  estate  consisting  of  land¬ 
scape  and  buildings,  the  entire  effect  is 
the  first  consideration.  The  cost  of  grad¬ 
ing,  drainage,  walks  and  drives,  the  water¬ 
ing  system,  soil  preparation  for  lawns, 
flower  areas,  shrubs  and  trees,  fertilizer 
and  architectural  features,  such  as  lattice, 
railings,  out-of-door  furniture,  etc.,  de¬ 
pends  upon  the  class  of  material  used.  In¬ 
terwoven  with  this  part  of  the  program  is 
the  use  of  materials  that  will  not  depre¬ 
ciate  too  quickly  nor  require  high  mainte¬ 
nance  costs.  Walks  must  be  built  of  service¬ 
able  and  attractive  materials,  requiring 
the  minimum  of  upkeep  and  having  a  long 
life.  The  grading  should  not  only  present 
a  pleasing  flow  of  line  and  form  but  should 
provide  satisfactory  drainage  away  from 
the  building  and  walks. 

At  the  present  time  there  is  much  con¬ 
fusion  as  to  just  what  a  landscape  archi¬ 
tect  is;  consequently,  we  find  men  with 
little  if  any  training  in  design  presenting 
themselves  as  experts,  capable  of  taking 
on  any  type  of  landscape  development. 
Real  estate  managers  should  not  fall  prey 
to  the  first  man  “on  the  job.”  Incompe¬ 
tence  in  this  respect  results  in  either  un¬ 
attractive  or  impractical  grounds  consist¬ 
ing  of  a  few  groups  of  shrubs  and  scat¬ 
tered  beds  of  flowers  which  are  attractive 
only  as  separate  units. 

Working  Out  A  Landscape  Program 

In  working  out  a  landscape  program,  for 
any  real  estate  project,  the  first  step  is  to 
make  a  thorough  analysis  of  the  existing 
conditions,  in  regard  to  the  particular 
problem  in  hand  as  well  as  its  relation  to 
the  surroundings.  The  second  step  is  to 
coordinate  the  survey  data  with  the  re- 
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quirements  of  the  problem  in  such  a  way 
as  to  produce  a  practical  and  aesthetic 
working  plan  for  the  development  of  the 
property.  The  third  step  is  to  execute  the 
plan  with  such  materials  as  will  give  the 
best  value  to  each  of  the  various  land¬ 
scape  features  in  the  available  space. 

The  organization  of  the  activities  of  the 
property  and  their  arrangement  in  the 
available  space  results  in  a  basic  plan  or 
design.  Such  items  as  entrance  and  serv¬ 
ice  and  recreation  areas  are  each  given 
their  proper  amount  of  space;  thus,  their 
relation  to  each  other  is  properly  estab¬ 
lished. 

The  principles  of  design  should  govern 
the  relationship  of  the  requirements  of 
each  real  estate  development  with  the 
architectural  plan  of  the  building.  It  is  at 
this  point  of  our  landscape  project  that 
the  value  of  the  professional  is  brought 
out  over  the  gardener  who  grows  plants, 
the  landscape  contractor  who  produces  an 
effect  with  lawn  and  shrubs,  or  the 
nurseryman  who  produces  a  horticultural 
effect  by  relying  upon  plant  material  alone. 

Grading 

The  grading  of  the  areas  about  the 
building  setting  is  as  important  as  the 
final  decorative  planting.  Artificial  hills 
and  valleys  that  bear  no  relation  to  our 
problem  should  be  eliminated.  While  the 
surface  drainage  is  a  part  of  the  grading 
problem,  the  proper  use  of  levels,  slopes, 
underdrainage,  drain  outlets,  and  catch 
basin  locations  is  likewise  an  important 
element  of  the  problem.  This  part  of  the 
work  should  be  done  simultaneously  with 
the  design  so  that  water  will  not  be  di¬ 
rected  to  walks  and  drives,  which  must  be 
used  in  all  kinds  of  weather  and  in  all  sea¬ 
sons  of  the  year. 


Countrylike  Atmosphere  Needed 

One  of  the  great  needs  of  owners  and 
managers  of  real  estate  today  is  a  definite 
landscape  program  for  the  bringing  in  of 
more  countrylike  conditions  to  our  city  and 
suburban  properties.  The  crying  need 
seems  to  be  either  a  better  use  of  the  un¬ 
encumbered  space  about  the  buildings  and 
along  the  street  or  a  more  intensive  land¬ 
scape  development.  The  city  dweller 
should  be  given  an  opportunity  to  attain 
more  of  the  healthfulness  and  charm  of 
the  country  by  more  healthful  and  con¬ 
genial  surroundings.  One  of  the  solutions 
to  this  problem  has  been  the  building  of 
garden  cities.  The  cities  are  generally 
laid  out  and  owned  by  a  corporation,  and 
all  of  its  inhabitants  accept  the  houses  and 
grounds  just  as  they  have  been  designed 
and  carried  out  under  the  direction  of 
trained  landscape  men.  The  result,  of 
course,  is  a  much  more  harmonious  scheme 
than  could  have  been  attained  in  any  other 
way.  There  are  many  successful  com¬ 
munities  of  this  sort  to  be  found  abroad, 
but  the  conditions  that  make  them  success¬ 
ful  there  do  not  hold  here  for  the  average 
American  likes  to  control  his  own  real 
estate  holdings. 

There  are  no  such  things  as  rules  of  de¬ 
sign.  One  cannot  learn  a  few  formulae 
and  then  turn  out  satisfactory  work  be¬ 
cause  of  having  gone  through  a  certain 
number  of  processes  and  made  a  definite 
number  of  motions.  The  well-trained  de¬ 
signer  always  has  an  attitude  toward  his 
subject  which  will  direct  him  in  his  work. 
The  acquisition  of  such  an  attitude  is  a 
matter  of  study  and  requires  not  only  en¬ 
thusiasm  but  experience  in  the  particular 
field  in  which  he  is  working. 

Design  Must  Consider  Use 

Speaking  generally,  the  question  of  use 
is  first  to  be  considered  in  any  problem  of 


i 


64 


The  Journal  of  Real  Estate  Management 


design.  Use  may  be  considered  from  two 
standpoints :  the  practical  and  the  aesthe¬ 
tic.  Of  course,  all  design  is  fundamentally 
practical,  inasmuch  as  it  aims  to  give  the 
best  solution  to  the  problem  with  which 
one  is  working.  Whatever  is  to  be  de¬ 
signed  must  perform  its  duties  thoroughly. 
But  that  is  not  enough;  it  must  also  per¬ 
form  them  gracefully,  for  the  day  has  gone 
when  it  was  thought  that  objects  of  use 
need  not  be  attractive.  Every  solution  of 
a  utilitarian  problem  should  appear  to 
solve  the  situation  so  completely  that  one 
cannot  behold  it  without  a  feeling  of  satis¬ 
faction.  Thus,  beautiful  surroundings  of 
one  sort  or  another  are  created,  and  these 
in  turn  have  a  direct  influence  upon  the 
lives  of  those  who  see  them  and  live  among 
them.  Even  though  the  walks  are  well 
graded  and  laid  out  in  such  a  manner  as  to 
facilitate  circulation,  and  the  plant  masses 
are  so  located  as  to  screen  objectionable 
views  or  to  enhance  existing  ones,  the  re¬ 
sult  may  not  be  beautiful;  it  may  be  that 
too  strong  insistence  has  been  given  to 
practicability  and  thus  the  function  of  the 
various  working  parts  of  the  plan  made 
too  obvious,  with  the  result  that  the  idea 
of  beauty  for  which  the  design  was  created 
has  been  lost. 

A  great  deal  of  study  is  often  required 
in  order  that  the  finished  design  should  ap¬ 
pear  unstudied — spontaneous.  It  is  a  de¬ 
sign  of  this  kind  that  we  say  has  simpli¬ 
city. 

Suiting  The  Means  To  The  End 

In  undertaking  a  planting  problem,  the 
desired,  final  picture  must  first  be  care¬ 
fully  determined  and  then  the  material 
selected  that  will  produce  this  effect.  The 
landscape  designer  wishes  certain  forms, 
sizes,  and  colors  in  the  finished  effect,  and 
these  are  essential  to  the  best  development 
of  his  problem.  He  may  be  able  to  achieve 


these  results  in  many  different  ways  by 
the  use  of  a  variety  of  plant  materials; 
consequently,  he  will  have  a  considerable 
range  of  selection.  After  taking  into  con¬ 
sideration  the  economic  and  aesthetic  re¬ 
quirements  of  the  design,  the  success  of 
the  result  will  depend  upon  the  care  ex¬ 
ercised  in  the  choice  of  the  materials.  One 
often  sees  enormous  beds  of  shrubs,  which 
have  not  been  skillfully  laid  out — they  are 
placed  in  such  positions  that  only  a  very 
few  are  visible  from  any  point  of  view. 
Consequently,  three-fourths  of  the  mate¬ 
rial  employed  has  been  wasted.  The  entire 
question  of  selection  of  plant  material  is 
one  of  suiting  the  means  to  the  end.  With¬ 
out  judicious  selection,  any  planting 
scheme  will  fail  miserably. 

How  is  one  to  judge  of  the  proper  inter¬ 
relation  of  the  parts  of  a  design  ?  This  is 
again  a  question  of  use.  The  province  of 
a  designer  is  to  combine  the  materials  with 
which  he  has  to  work  to  the  best  possible 
advantage.  Every  part  of  a  design  must 
be  placed  where  it  can  function  freely  and 
to  the  best  possible  advantage.  All  true 
beauty  is  functional.  In  any  landscape  de¬ 
velopment,  it  should  always  be  made  per¬ 
fectly  clear  that  all  of  the  elements  of  the 
plan  are  harmoniously  working  towards 
this  end,  whether  they  are  included  for 
practical  or  decorative  reasons  or  both. 

A  beautiful  design  is  never  the  result  of 
chance.  Wherever  a  beautiful  combina¬ 
tion  of  landscape  and  architecture  is 
found  it  is  certain  to  be  the  product  of  con¬ 
summate  art  and  not  a  happy  accident 
One  will  find  that  it  was  an  accomplished 
designer  who  welded  the  diverse  elements 
into  a  harmonious  whole. 

Length,  Width,  and  Depth 

Landscape  design,  in  the  abstract,  may 
be  termed  a  problem  in  the  composition  of 
areas.  Areas  have  only  two  dimensions: 
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length  and  breadth.  However,  for  the  final 
consideration  of  the  design  scheme,  the  de¬ 
signer  must  constantly  keep  in  mind  the 
third  dimension — depth — for  the  design  is 
to  be  viewed  from  different  points.  In 
the  preparation  of  the  drawings  and 
sketches  for  a  landscape  development  only 
two  dimensions  can  be  treated  at  one  time, 
but  the  plan  and  elevation  should  be  cor¬ 
related  in  order  to  produce  a  satisfactory 
result — different  elevations  should  be  stu¬ 
died  from  several  points  of  view. 

As  may  be  seen  in  a  photograph,  all 
masses  of  three  dimensions  appear  to  the 
eye,  or  rather  pictorially,  as  areas  possess¬ 
ing  only  two  dimensions.  One  actually  be¬ 
holds  only  width  and  height;  the  impres¬ 
sion  of  depth  is  an  illusion.  It  is  here  that 
the  training  of  a  professional  landscape 
architect  is  necessary — he  is  able  to  vizua- 
lize  the  finished  landscape  picture. 

Landscape  design  may  be  safely  defined 
as  the  satisfactory,  and  consequently  the 
beautiful,  composition  of  natural  areas — 
shapes  of  earth,  trees,  and  sky — in  three 
dimensions.  Landscape  composition  is  the 
“putting  together”  of  the  various  elements 
of  a  landscape  project  in  such  a  way  as  to 
produce  an  appearance  of  unity  and  har¬ 
mony.  It  is  the  assimilation  of  all  the  dif¬ 
ferent  parts  of  a  project  and  their  amalga¬ 
mation  into  one  underlying  design  idea 
that  produces  a  successful  basic  plan.  Any 
elements  in  the  design  that  are  not  per¬ 
fectly  assimilated  and  harmonized  with 
the  surrounding  parts,  in  accordance  with 
the  basic  principle  of  design,  are  not  com¬ 
posed  to  the  best  advantage  and  so  mar 
the  finished  composition.  A  thorough 
knowledge  of  plants  and  their  possible  uses 
in  landscape  work  is  of  great  importance 
to  a  landscape  designer;  the  pictorial  ef¬ 
fects  he  desires  to  create  depend  upon  the 
intelligent  use  of  this  material. 

Plants  are  used  in  many  ways,  according 


to  the  purpose  in  view.  The  problem  of 
the  landscape  designer  is  to  improve  the 
landscape  by  harmonizing  the  various  ele¬ 
ments  of  the  plan,  through  choice  combin¬ 
ations  of  plant  material.  The  ability  to 
use  plant  material  with  this  purpose  in 
mind  comes  only  through  definite  training 
and  experience.  A  nurseryman's  or  gar¬ 
dener’s  knowledge  of  plants  is  gained  in  a 
different  way  from  that  of  a  landscape  ar¬ 
chitect;  they  see  a  planting  problem  only 
from  their  own  point  of  view — not  from 
the  design  angle.  It  is  this  knowledge  of 
plant  materials  and  their  relation  to  de¬ 
sign  that  makes  the  services  of  a  profes¬ 
sional  landscape  architect  of  great  import¬ 
ance  to  real  estate  projects.  He  will  use 
his  plant  material  in  many  ways :  for 
screening  objectionable  features,  such  as 
service  walks,  drives,  and  outbuildings; 
for  tying  buildings  in  with  their  surround¬ 
ings  ;  calling  attention  to  points  of  interest 
that  might  otherwise  have  been  over¬ 
looked,  such  as  a  distant  view ;  for  the  ela¬ 
borating  and  harmonizing  of  architectural 
detail,  as  in  setting  off  a  monumental  build¬ 
ing  to  the  best  advantage ;  and  in  supply¬ 
ing  a  setting  for  special  features — for  in¬ 
stance,  a  background  for  a  large  project 
or  a  foreground  beyond  which  the  general 
scheme  is  to  be  seen. 

Creating  Impressions 

Since  any  landscape  project  depends 
upon  the  first  impression  for  its  chief 
interest,  the  importance  of  the  points  of 
view  cannot  be  overemphasized.  Therefore, 
as  the  number  of  points  of  view  in  a  prob¬ 
lem  increases,  the  complexity  of  the  plant 
composition  increases  correspondingly. 
The  first  favorable  impression  made  by  a 
landscape  scheme  as  seen  from  a  distance 
must  be  maintained  at  shorter  range;  the 
program  of  plantings  must  be  accom- 
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plished  so  well  as  to  stimulate  interest  for 
a  nearer  view  and  a  closer  analysis.  Plant¬ 
ings  may  also  create  new  interests.  In 
many  cases,  where  architectural  elements 
are  markedly  dominant,  landscape  interest 
may  be  supplied  by  planting  and  at  the 
same  time  enhance  the  architectural  effect. 
In  such  cases,  the  lines  of  the  large  plant¬ 
ing  masses  are  arranged  to  harmonize  with 
the  architectural  lines  of  the  buildings ;  al¬ 
though  we  may  not  have  a  countryside  ef¬ 
fect,  we  have  a  pleasing  composition  of 
architecture  and  plant  material. 

After  a  landscape  program  has  been  pre¬ 
pared  and  approved,  it  should  be  strictly 
adhered  to  and  worked  out  as  a  regular 
routing  of  the  development.  The  main 
elements  of  a  design  will  then  be  carried 
out  and  each  item  taken  care  of  in  its  turn. 
By  such  a  procedure,  much  of  the  “clutter- 
ing-up”  of  the  property  with  senseless 
landscape  decorations  will  be  avoided.  At¬ 
tractiveness  in  a  landscape  can  be  achieved 
at  a  cost  of  little  more  than  mediocrity. 
The  expenditure  is  one  of  thought,  super¬ 


vision,  and  planning.  If  changes  in  the  I 
landscape  development  scheme  become  I 
necessary  while  a  landscape  project  is  * 
under  way,  the  original  designer  should  be 
consulted,  as  even  minor  alterations  to  a 
scheme  may  cause  the  loss  of  the  original, 
final  result  planned  by  the  artist. 

The  object  of  this  article  has  been  to 
clarify  the  one  point  —  that  of  the  real 
value  of  a  landscape  architect’s  services  in 
the  development  of  real  estate  projects— 
which,  of  course,  is  one  of  the  major  parts 
of  real  estate  management.  The  profes¬ 
sional  landscape  architect  may  not  be  a 
nurseryman  with  many  acres  of  growing 
plants,  an  engineer  with  a  knowledge  of 
grades  and  construction,  nor  a  gardener 
with  a  knowledge  of  flower  growing,  etc., 
but  he  will  bring  to  any  landscape  develop¬ 
ment  the  results  of  training  and  experience 
in  the  working  out  of  a  basic  plan  using  | 
the  fundamental  principles  of  design.  It  is  I 
this  effect  that  makes  a  project  a  real  I 
success.  I 


Some  Complaints  and  How  They  Were  Handled 

By  Jean  Coman 

From  my  observations  of  more  than  number  of  dwelling  units,  the  more  impor- 
twenty  large-scale  public  and  private  tant  is  the  method  by  which  these  situa- 
housing  projects,  I  found  very  few  tions  are  handled.  If  all  tenant  requests 
managers  who  had  given  any  serious  are  not  treated  according  to  some  uniform 
thought  to  the  psychological  factors  of  principle,  the  management  is  accused  of 
tenant  complaints.  discrimination,  with  the  total  result  that 

In  a  few  progressive  management  com-  dissention  is  greater  than  the  satisfac- 
panies,  tenant  expressions  of  dissatisfac-  given  special  attention, 

tion  are  classified  as  “complaints”  when  In  one  very  large  eastern  development, 
the  tenant  expresses  a  grievance  and  as  upon  entering  the  rental  office,  one  is 
“requests  for  service”  when  no  grievance  greeted  by  a  sign  on  the  door  leading  to  a 
or  fault  is  involved.  Webster  defines  a  private  office,  which  reads,  “Information 
complaint  as  “a  statement  of  wrong,  griev-  and  Complaints”  in  large,  bold  type.  Such 
ance  or  injury.”  To  complain  means  “to  an  invitation  to  complain  seems  unwar- 
express  a  sense  of  ill  treatment,  murmur,  ranted  and  certainly  must  leave  at  least 
find  fault;  to  present  a  formal  statement  a  subconscious  impression  in  the  mind  of 
of  grievance.”  Complaints  by  tenants  fre-  the  prospective  tenant, 
quently  indicate  a  feeling  of  ill  treatment.  In  another  office,  when  a  tenant  says,  “I 
but  the  majority  of  situations  termed  want  to  make  a  complaint,”  the  reply  is, 
“complaints”  are  really  “requests  for  “We  are  glad  to  take  your  request;  what 
service.”  is  it  please?”  Still  another  has  its  “com¬ 

plaint”  form  headed,  “Service  Request,” 
Psychology  in  Use  of  Terms  tenant  problems  and  their  disposi- 

Some  managers  state  that  the  tone  in  tion  are  reported  on  this  blank.  However, 
which  a  matter  is  brought  to  their  atten-  most  managers  still  use  the  word  “com- 
tion  places  it  in  the  class  of  a  request  or  a  plaint”  and  feel  a  certain  resentment  when 
complaint.  Managers  and  tenants  will  at-  any  problem  is  brought  to  their  attention, 
tain  more  effective  and  friendly  coopera-  if  the  aim  of  the  management  is  to  pre- 
tion  if  the  word  “complaint”  and  all  that  vent  the  necessity  for  tenant  requests,  the 
it  implies  are  eliminated  from  manage-  manager  should  welcome  the  opportunity, 
ment  jargon.  In  its  place  the  use  of  the  when  asked  to  replace  a  leaky  faucet,  to 
word  “request”  is  suggested,  which  im-  cut  down  or  increase  the  heat,  or  to  paint, 
plies  an  attitude  of  mind  by  both  parties  jf  painting  is  necessary.  “An  ounce  of 
presupposing  a  satisfactory  solution,  in-  prevention  is  worth  a  pound  of  cure.”  The 
stead  of  the  grieved  seeking  redress.  establishment  of  goodwill  by  a  few  small 

Every  manager  of  a  large  number  of  services  will  pave  the  way  for  the  time 
dwellings  knows  that  tenant  requests  con-  when  the  management  may  have  to  say 
sume  a  great  deal  of  the  staff’s  time.  The  “no”  to  a  request.  For  instance,  one  lim- 
manner  in  which  they  are  handled  has  ited  dividend  housing  project  provides 
much  to  do  with  their  volume  and  the  gen-  porter  service  without  charge  to  its  ten- 
eral  goodwill  of  tenants.  The  larger  the  ants  for  a  one-half  hour  during  or  imme- 
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diately  after  moving  in.  Another  develop¬ 
ment  provides  janitor  service  for  hanging 
pictures.  Still  another  sends  a  letter  of 
welcome  to  each  tenant,  stating  that  the 
management  is  there  to  render  service, 
also  informing  them^  of  the  care  necessary 
in  the  use  of  certain  facilities  and  request¬ 
ing  cooperation  in  consideration  for  the 
neighbors.  Thus,  the  tone  of  tenant- 
management  relationship  is  struck. 

“Customer  Is  Always  Right”  Attitude 

During  the  depression  it  was  frequently 
necessary  for  managers  to  put  up  with 
many  things  which,  during  a  housing 
shortage,  they  would  not  tolerate.  Even 
though  this  situation  is  now  reversed,  it  is 
still  considered  poor  management  practice 
to  be  indifferent  or  haughty  with  tenants. 
“The  customer  is  always  right”  attitude  of 
the  merchandiser  has  not  permeated  rental 
management.  Large  scale  operators  are 
finding  that  only  by  tactful  and  under¬ 
standing  management  can  they  forestall 
tenant  groups  from  becoming  complaining 
and  destructive  bodies.  A  satisfied  cus-. 
tomer — in  our  case,  a  tenant — is  the  best 
advertisement  that  any  business  can  have. 

Causes  of  Dissatisfied  Tenants 

In  addition  to  leaky  faucets,  swollen 
doors,  dirty  walls,  and  other  ordinary 
maintenance  service  requests,  what  kinds 
of  problems,  situations,  and  conditions 
make  a  dissatisfied  tenant?  What  conduct 
or  behavior  of  tenants  is  unsatisfactory  to 
the  management?  How  are  these  situa¬ 
tions  handled  and  with  what  results?  In 
my  opinion,  most  situations  calling  for  ac¬ 
tion  or  special  cooperation  by  tenant  and 
management  can  be  grouped  under  the  fol¬ 
lowing  classifications : 

1.  Noise  (radios,  parties,  etc.). 

2.  Quarrels  between  tenants. 

3.  Mischievous  children. 


4.  Dogs. 

5.  Accidents  due  to  mechanical  failures 
or  carelessness. 

6.  Use  of  common  facilities  (laundries, 
outdoor  areas,  equipment,  etc.). 

7.  Standards  of  living. 

8.  Failure  of  design  or  planning. 

Noise:  Every  manager  of  multiple 
dwellings,  whether  twenty  units  or  two 
thousand  units,  has  had  the  problem  of 
noise.  What  he  does  about  it  depends 
largely  upon  his  point  of  view  toward  the 
tenants.  If  he  is  concerned  with  keeping 
the  tenants,  he  will  try  to  adjust  the  prob^ 
lem.  If  he  has  a  long  waiting  list,  he  may 
figure  that  it  is  easier  (although  he  knows 
it  is  more  expensive)  to  ask  the  offending 
party  to  move. 

Blasting  radios  are  mostly  accidental 
and  unintentional ;  such  offenders  seldom  i 
realize  that  they  are  disturbing  others. 

Some  managements  use  night  watchmen 
to  control  party  noise ;  however,  many  ten¬ 
ants  resent  this  way  of  being  reminded 
that  their  actions  are  disturbing  to  others. 
If  the  watchman’s  reminder  is  unsuccess¬ 
ful  in  stopping  the  noise,  some  managers 
warn  the  tenant  by  letter  that  his  actions 
are  disturbing  to  other  tenants.  If  the 
noise  becomes  habitual,  the  tenant  is 
called  into  the  office  to  discuss  the  matter. 

In  one  project  the  tenants  on  the  sixth 
and  fourth  floors  complained  of  a  resident 
on  the  fifth  floor  regarding  late  and  noisy 
parties.  The  matter  was  talked  over,  and 
the  fifth  floor  tenant  agreed  to  eliminate 
all  entertaining  until  a  transfer  to  a 
ground  floor  apartment  could  be  made. 

In  this  same  development,  a  ground 
floor  tenant  stated  that  the  noise  of  chil¬ 
dren  playing,  running,  and  jumping  was 
unbearable.  A  call  at  the  home  of  the  ten¬ 
ant  on  the  second  floor  brought  a  denial  of 
the  accusation.  On  several  occasions  the 
manager  called  on  the  ground  floor  tenant 
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to  verify  the  complaint,  and  at  no  time  did 
he  hear  any  unusual  noise.  The  com¬ 
plaints  ceased. 

On  another  occasion  a  fifth  floor  tenant 
complained  to  the  management  concerning 
heavy  walking  and  noise  from  the  apart¬ 
ment  above.  The  neighbor  upstairs  agreed 
to  be  careful,  but  the  complaints  contin¬ 
ued.  The  sixth  floor  tenant  finally  agreed 
to  trade  apartments  with  the  fifth  floor 
family.  This  obviated  further  complaints. 

A  manager  cannot  afford  to  get  angry 
or  become  impatient  with  tenants.  A  sense 
of  humor  will  often  prove  a  handy  asset. 
One  manager  was  awakened  at  2:30 
o’clock  in  the  morning  by  a  telephone  call 
from  a  tenant  who  exploded  about  his  up¬ 
stairs  neighbor  who  had  just  dropped  a 
shoe.  When  the  manager  could  arouse 
herself  sufficiently  to  understand  the  na¬ 
ture  of  the  tenant’s  annoyance,  she  re¬ 
plied,  “What  happened  to  his  other  shoe?” 
The  tenant  finally  laughed  and  agreed  to 
come  into  the  office  the  following  morning 
to  discuss  the  problem. 

Everyone  who  has  ever  lived  in  an 
apartment  knows  how  distressing  a  baby’s 
cry  can  be.  At  what  point  should  the  man¬ 
ager  interfere  in  response  to  tenants  who 
are  disturbed?  The  following  case  was 
reported  from  a  New  York  development 
as  an  aftermath  of  a  strong  complaint 
which  reached  the  office  from  Mrs.  B. 

Mrs.  B.  requested  the  management  to 
make  a  formal  complaint  against  Mrs.  A. 
as  a  woman  of  unsound  mind  and  that  she 
be  committed  to  a  psychopathic  ward  for 
observation.  The  management  would  not 
in  any  case  do  such  a  thing.  Mrs.  B.,  how¬ 
ever,  was  assured  that  an  interest  would 
be  taken  in  the  situation  mentioned  and 
that  an  attempt  would  be  made  to  remedy 
it  as  diplomatically  as  possible.  Several 
days  later  it  developed  that  most  of  the 


trouble  emanated  from  the  home  of 
Mrs.  B. 

The  following  facts  stress  the  impor¬ 
tance  of  getting  both  sides  of  any  dispute : 

Mrs.  A.  and  Mrs.  B.  both  occupied 
ground  floor,  garden  apartments  adjoin¬ 
ing  each  other.  Mrs.  A.,  .a  woman  past 
sixty-five  years  of  age,  lived  alone.  She 
was  a  woman  of  excellent  education  and 
had  been  active  in  community,  political, 
and  charitable  work  for  many  years.  Mrs. 
B.,  a  young  woman  in  her  twenties,  lived 
with  her  husband  and  baby.  Mr.  B.  worked 
until  three  or  four  o’clock  in  the  morning. 
On  several  occasions  the  elderly  Mrs.  A. 
was  awakened  at  about  11 :30  P.  M.  by  the 
crying  of  Mrs.  B.’s  child.  At  first  she  made 
no  complaint,  but  the  condition  continued 
night  after  night.  Finally,  upon  one  oc¬ 
casion  when  the  child  cried  incessantly 
until  about  three  o’clock  in  the  morning, 
Mrs.  A.  went  to  the  window  of  Mrs.  B.’s 
apartment,  looked  in,  and  found  to  her 
great  surprise  that  the  child  was  alone. 
She  hesitated  to  enter  the  apartment  and 
finally  decided  to  call  a  policeman.  The 
officer  found  the  door  leading  to  the  gar¬ 
den  unlocked,  proceeded  through  the 
child’s  room,  and  found  the  mother  in  her 
bedroom  peacefully  sleeping.  He  knocked 
on  her  door,  but  receiving  no  response  he 
went  over  to  the  bed,  shook  her,  and  in¬ 
formed  her  that  her  child  was  disturbing 
the  neighbors.  Mrs.  B.  proceeded  to  up¬ 
braid  Mrs.  A.  as  being  a  crank,  a  grouch, 
a  busybody,  and  undoubtedly  one  fit  for 
an  asylum.  The  policeman  told  her  she 
was  mistaken,  that  Mrs.  A.  had  a  justifi¬ 
able  complaint,  and  that  if  the  noise  con¬ 
tinued,  he  would  be  compelled  to  have  her 
put  under  bond  to  keep  the  peace.  No  fur¬ 
ther  complaints  were  reported  by  either 
Mrs.  A.  or  Mrs.  B. 

The  attitude  of  the  management  in  all 
such  cases  is  to  act  slowly  and,  as  often  as 
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possible,  to  allow  matters  to  adjust  them¬ 
selves.  In  the  above  instance,  the  man¬ 
agement  had  the  assistance  of  the  police 
department,  thereby  relieving  the  manage 
ment  of  final  decision. 

Qiiarrels:  From  his  experience  in  the 
management  of  over  one  thousand  units, 
one  manager  has  found  that  complaints 
of  one  tenant  regarding  disturbances  from 
others  can  be  more  successfully  handled 
by  personal  calls  than  by  letters.  Invari¬ 
ably  where  tenants  have  endeavored  to 
settle  their  own  difficulties  before  report¬ 
ing  them  to  the  management,  it  has  re¬ 
sulted  in  personal  feelings,  spite,  and  re¬ 
venge  which  have  been  difficult  to  over¬ 
come.  Quarrels  between  families  call  for 
great  tact  and  complete  knowledge  of  the 
facts. 

One  management  urges  his  tenants  to 
bring  their  complaints  to  the  office.  He 
states : 

“When  one  tenant  has  had  reason  to 
complain  about  the  unusual  noises  of  a 
tenant  in  the  above  apartment  and  has 
gone  to  that  tenant  seeking  relief,  if  the 
tenant  above  is  not  receptive  to  this 
personal  complaint,  the  management 
has  little  chance  of  adjusting  the  quar¬ 
rel.  If  the  disagreeable  noises  continue, 
this  creates  a  ‘dog  and  cat  fight’  and 
there  is  no  chance  for  the  management 
to  settle  the  quarrel.  If  the  complaint 
is  a  serious  one,  such  as  frequent  bois¬ 
terous  parties,  the  management’s  final 
recourse  is  to  bring  action;  however, 
before  this  is  done,  the  management 
must  definitely  establish  the  fact  by  pro¬ 
ducing  two  or  three  witnesses  who  will 
testify.  When  tenants  quarrel  because 
of  their  children’s  misunderstanding, 
the  management  should  withdraw  from 
this  type  of  wrangle  and  suggest  that 
the  matter  be  reported  to  the  proper 
authority — ^the  police  department,  board 


of  health,  or  whatever  department  hasj 

jurisdiction  in  this  particular  case.” 

Not  every  one  will  agree  with  this 
method  of  handling  such  situations.  Most 
managers  believe  that  domestic  quarrels 
are  not  the  concern  of  the  management  un¬ 
less  the  noise  disturbs  neighbors.  One 
manager  usually  tells  this  type  of  family 
that  he  doesn’t  care  to  have  a  class  of  peo- 1 
pie  in  his  building  who  cannot  get  along 
with  each  other.  The  most  satisfactory- 
approach,  for  the  summer  months  at  least, 
seems  to  be,  “I  suggest  that  you  close  your 
windows  so  the  neighbors  will  not  know 
your  business.” 

The  case  of  Mr.  X.  will  illustrate  the 
effectiveness  of  the  management’s  cautious 
intervention  in  quarrels.  Mr.  X.  resided 
with  his  mother  in  a  three-room  apart¬ 
ment.  After  some  weeks  of  occupancy  Mr. 
X.,  a  highly  nervous  individual,  came  to 
the  office  and  said  that  he  had  moved  from 
his  last  apartment  because  the  tenant  im¬ 
mediately  under  his  quarters  had  made 
weird  noises  at  all  hours  of  the  day  and 
night  and  had  manufactured  chemicals  in 
the  apartment  and  that  the  fumes  from 
these  chemicals  had  added  to  the  extreme 
discomfort  of  both  his  mother  and  him¬ 
self.  To  the  management’s  amazement, 
Mr.  X.  then  proceeded  to  explain  that  his 
former  neighbor  had  moved  too  and  that 
out  of  the  1,400  apartments  available  he 
had  selected  the  one  directly  under  Mr.  X. 
He  said  he  would  appreciate  it  very  much 
if  the  manager  would  investigate  and  dis¬ 
possess  the  annoy er.  Investigation  dis¬ 
closed  that  the  tenant  of  whom  Mr.  X. 
complained  had  come  from  another  state 
and  had  never  heard  of  Mr.  X.  before 
coming  to  his  new  home.  By  this  time,  the 
manager,  of  course,  was  convinced  that 
there  was  something  radically  wrong 
mentally  with  both  Mr.  X.  and  his  mother 
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and  concluded  that  all  would  benefit  by 
their  absence. 

Fortunately,  both  mother  and  son  vis¬ 
ited  one  of  the  resident  physicians,  who, 
with  a  little  suggestion  on  the  part  of  the 
management,  strongly  recommended  that 
they  move  and  offered  to  use  his  influence 
with  the  management  in  effecting  a  re¬ 
lease.  Needless  to  say,  no  obstacles  were 
placed  in  the  way  of  their  leaving. 

What  would  you  do  if  faced  with  the 
following  situation? 

Mrs.  Smith  and  Mrs.  Jones  were  neigh¬ 
bors  in  a  large  housing  development  con¬ 
sisting  of  apartments  and  group  houses. 
John  Smith,  age  seven,  and  Freddie  Jones, 
age  ten,  fought  constantly.  Mrs.  Jones 
came  to  the  management  office  to  say  that 
either  the  Smiths  or  the  Joneses  would 
have  to  move ;  she  could  not  have  her  Fred¬ 
die  play  with  John  because  he  was  teach¬ 
ing  her  boy  bad  habits,  including  that  of 
foul  swearing.  After  careful  investigation 
and  observation  of  both  children  and  their 
parents,  the  management  concluded  that 
the  parents  and  not  the  children  were  to 
blame.  The  children  really  were  very  fond 
of  each  other,  and  their  quarrels  had  de¬ 
veloped  over,  “my  mother  says  your 
mother  .  .  .”  The  assistant  manager,  a 
woman,  was  able  to  explain  to  both  par¬ 
ents  the  cause  for  the  difficulty.  Accord¬ 
ingly,  Johnnie  was  urged  to  join  the  Boys’ 
Club,  while  Freddie  became  active  on  the 
neighborhood  baseball  team.  Needless  to 
say,  this  adjustment  was  not  effected  by 
one  conference;  periodic  follow-ups  were 
necessary.  However,  both  tenants  re¬ 
mained  and  were  apparently  satisfied. 

Mischievous  Children:  Families  without 
children  are  usually  given  preference  be¬ 
cause  children  admittedly  present  a  prob¬ 
lem  to  management.  In  one  project  of 
fourteen  hundred  units  there  were  more 
than  fifteen  hundred  children,  most  of 


them  under  six  years  of  age.  While  all 
children  presenting  problems  cannot  be 
handled  as  easily  as  the  following  case 
illustrates,  the  principle  is  sound. 

The  family  in  question  consisted  of  a 
widow  and  two  children,  one  age  six  and 
the  other  age  four.  The  children  had  been 
without  a  father  for  about  three  years, 
and  it  was  obvious  that  the  training  given 
them  by  their  mother  was  decidedly  along 
the  wrong  lines.  The  younger  boy  became 
the  great  problem  because,  in  his  anxiety 
to  be  as  mischievous  as  possible,  he  not 
only  tormented  other  occupants  of  the  par¬ 
ticular  house  in  which  he  lived  but  he  also 
had  a  strong  inclination  to  destroy  what¬ 
ever  he  touched.  He  particularly  delighted 
in  trampling  upon  and  breaking  newly 
planted  shrubbery.  A  visit  to  his  mother 
by  the  recreational  consultant  proved  of 
no  assistance  at  all,  for  once  out  of  pa¬ 
rental  sight  the  child  again  became  un¬ 
manageable. 

The  management  decided  to  keep  the 
child  occupied,  reasoning  that  he  might 
feel  himself  quite  important  if  he  were 
assigned  a  task,  which,  of  course,  would 
take  his  mind  off  his  usual  plans  for  devil¬ 
ry.  Accordingly,  he  was  made  the  “official 
picker-upper”  and  was  furnished  with  a 
small  gunny  sack  and  a  stick  with  a  nail 
on  the  end  of  it.  From  that  time  on 
“Junior”  picked  up  all  of  the  waste  paper 
in  the  area  surrounding  his  particular 
house  in  return  for  one  ice  cream  cone  per 
day.  Today  “Junior”  is  no  longer  a  prob¬ 
lem,  and  he  is  undoubtedly  having  the 
best  time  he  has  ever  had  in  his  young  life. 

In  a  project  recently  constructed  in  the 
Middle  West  the  tenants  complained  that 
the  shrubbery  at  the  entrance  ways  was  a 
disgrace,  with  its  scraggly,  unkempt  ap¬ 
pearance.  The  gardner  could  not  explain 
the  condition  because  Baby  Juniper  is 
known  as  a  hardy  shrub.  The  manager 
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learned  from  a  tenant  that  the  little  chil¬ 
dren  had  discovered  it  was  great  fun  to 
run  backwards  and  jump  into  the  shrubs. 
Accordingly,  the  areas  were  replanted 
with  shrubs  of  a  taller  variety.  The  ap¬ 
pearance  of  the  entrances  was  improved, 
but  the  problem  of  the  children’s  excessive 
energy  was  not  solved;  such  energy  could 
have  been  spent  to  the  best  advantage  in 
an  area  designed  for  play. 

Public  housing  projects  will  always  have 
a  considerable  number  of  families  with 
children.  In  many,  play  yards  have  been 
provided  for  the  pre-school  child.  In  the 
larger  projects,  playgrounds  and  large 
areas  have  been  set  aside  for  school  chil¬ 
dren  and  young  adults.  In  the  very  largest 
projects,  play  fields  will  accommodate  all 
branches  of  sports  for  all  age  groups.  In 
each  group  of  apartments,  basement  play 
space  has  been  planned  for  the  children’s 
use  in  inclement  weather.  Workshop  space 
for  the  promotion  of  hobbies  and  leisure 
time  activities  is  provided  in  most  proj¬ 
ects.  When  the  needs  and  desires  of  the 
tenants  are  determined,  they  are  organ¬ 
ized,  and  ways  and  means  found  within 
each  group  to  carry  out  the  activities  in 
which  they  are  interested.  The  provision 
of  space  is  not  enough  to  relieve  the  man¬ 
ager  of  his  troubles ;  neither  can  he  super¬ 
impose  a  social  program  or  regiment  the 
social  life  of  the  tenants.  Quite  to  the  con¬ 
trary,  a  policy  of  self-organized  and  self- 
conducted  activities  must  be  adopted. 

In  order  to  minimize  any  damage  or  an¬ 
noyance  occurring  from  the  usual  mis¬ 
chievousness  of  approximately  four  hun¬ 
dred  children,  the  management  of  one 
project  employed  a  recreational  advisor 
who,  in  turn,  organized  a  Service  Guard 
among  the  older  boys  to  assist  in  main¬ 
taining  order  and  for  instructing  the 
younger  children  in  the  proper  care  of  the 
property.  This  organization  was  supplied 


with  numbered  badges  (stamped  “Service 
Guard”)  and  was  active  in  preventing 
roller  skating  in  the  grounds,  riding  of  bi¬ 
cycles,  running  on  lawns,  etc. 

Dogs:  Whether  it  is  the  Gold  Coast, 
Park  Avenue,  Main  Street,  or  the  Bronx— 
dogs  are  a  problem.  Some  large  housing 
developments  have  prohibited  dogs ;  others 
have  allowed  dogs  of  certain  breeds  but 
only  with  the  written  permission  of  the 
management.  In  most  cases,  however,  the 
management  has  regretted  this  action — if 
one  tenant  keeps  a  dog,  fifty  other  tenants 
see  no  reason  why  they  should  not  have 
the  same  privilege.  One  manager  tackled 
the  problem  by  permitting  dogs  as  long  as 
there  was  no  complaint.  If  a  neighbor 
complained,  the  tenant  knew  that  the  dog 
must  go.  This,  however,  did  not  work  be¬ 
cause  most  every  dog  owner  had  one  or 
more  complaints  against  him.  Another 
manager  solved  the  problem,  after  letters 
and  personal  requests  had  failed,  by  so¬ 
liciting  the  help  of  a  representative  of  the 
American  Society  for  the  Prevention  of 
Cruelty  to  Animals,  who  furnished  notices 
stating  the  penalty  if  dogs  were  not 
licensed  and  for  any  misbehavior.  These 
owners  are  now  cooperating,  and  scarcely 
any  trouble  is  being  experienced. 

While  managers  agree  that  it  is  desir¬ 
able  for  children  to  have  pets  and  know 
that  some  prospective  tenants  will  not 
move  in  unless  dogs  are  allowed,  they  feel 
that,  in  apartments,  the  best  interests  of 
the  majority  of  the  tenants  are  served  by 
prohibiting  dogs,  cats,  and  other  pets. 

Accidents  Due  to  Mechanical  Failures  or 
Carelessness:  Probably  every  manager  at 
one  time  or  another  has  had  a  careless 
employee.  The  following  is  a  good  exam¬ 
ple  of  the  perplexing  problems  confront¬ 
ing  management  from  this  angle. 

Steam  was  escaping  from  a  discon¬ 
nected  radiator  in  an  occupied  three-room 
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apartment.  Some  time  during  the  summer 
this  particular  apartment  had  been  deco¬ 
rated.  When  the  painters  were  finished, 
they  evidently  set  the  radiator  close  to  the 
hand  valve,  and  either  the  superintendent 
or  the  handyman  neglected  to  hook  it  up. 
In  the  fall  of  each  year,  just  before  turn¬ 
ing  on  the  steam  boilers,  radiators  and 
hand  valves  are  carefully  inspected  to 
make  sure  that  everything  is  hooked  up 
and  tight,  but  this  was  overlooked  in  this 
particular  apartment.  When  the  steam 
was  turned  on,  the  tenant  was  not  at  home, 
and  when  she  returned  later  that  evening, 
she  found  her  apartment  full  of  live 
steam.  All  of  the  finish  on  her  furniture, 
radio,  piano,  etc.  and  some  expensive  hats 
(so  she  claimed)  were  ruined.  The  man¬ 
agement  felt  that  they  were  morally,  if 
not  legally,  responsible  for  the  damage 
and  tried  to  settle  for  what  they  thought 
was  a  fair  amount.  The  tenant  engaged 
a  lawyer  and  was  prepared  to  bring  action 
for  considerable  damage.  The  manage¬ 
ment  then  reconsidered,  thinking  their 
case  very  weak,  and  settled  this  claim  by 
paying  a  substantial  sum  of  money. 

In  the  early  months  after  a  building  is 
opened  for  occupancy,  the  management 
should  expect  some  complaints  as  the  re¬ 
sult  of  carelessness  and  mechanical  fail¬ 
ures.  The  following  example  may  not  be  a 
typical  case,  but  it  does  represent  the  atti¬ 
tude  of  the  management  where  they  rec¬ 
ognized  their  liability  and  believed  it  ex¬ 
pedient  to  compensate  the  tenant. 

The  property,  in  this  case,  consisted  of 
a  seventy-five  family  apartment  house. 
The  circulation  of  hot  water  was  very 
poor,  and  it  was  decided  to  thoroughly 
cleanse  the  inside  of  the  tank  and,  at  the 
same  time,  make  pipe  changes  that  would 
improve  the  circulation.  When  the  pipes 
had  been  reconnected,  the  plumbing  con¬ 
tractor  decided  to  boil  out  the  tank  and. 


accordingly,  added  a  liberal  supply  of 
alum,  which  is  very  good  for  this  type  of 
job.  When  this  had  been  completed,  the 
tank  was  drained,  but  evidently  it  was  not 
flushed  out  carefully  with  cold  water.  The 
following  morning  one  of  the  tenants,  an 
attractive  natural  blonde,  called  at  the  of¬ 
fice  with  a  head  of  very  badly  matted  and 
discolored  hair.  It  seems  that  she  had  de¬ 
cided  to  wash  her  hair  the  following  morn¬ 
ing,  and  the  hot  water  faucets  supplied 
her  with  a  quantity  of  very  sticky  hot 
water;  although  she  tried  several  types  of 
shampoos,  she  was  unable  to  take  care  of 
the  condition  resulting  from  the  use  of 
this  water.  Naturally,  she  was  very  much 
disturbed  when  she  arrived  at  the  office, 
and  the  manager  personally  felt  that  his 
company  was  in  a  very  bad  fix. 

The  manager  recommended  that  she  go 
to  one  of  New  York’s  good  department 
stores  and  have  the  hairdresser  do  what¬ 
ever  was  necessary  to  remedy  the  condi¬ 
tion.  She  did  this,  and  after  several  treat¬ 
ments  the  color  of  her  hair  was  restored. 
This  expense  and  the  cost  of  the  lady’s 
time  from  her  place  of  business  (she  was 
a  hostess  in  one  of  the  better  restaurants) 
were  charged  to  the  plumbing  contractor. 

This  case  is  regarded  as  a  very  inter¬ 
esting  one,  and  it  is  felt  that  the  manage¬ 
ment  was  liable  for  their  plumber’s  action. 
Since  this  tenant  was  a  very  attractive 
natural  blonde,  they  might  have  been  sued 
for  a  large  sum  of  money  for  negligence. 

The  same  management,  however,  han¬ 
dled  another  liability  case  in  a  somewhat 
different  manner. 

The  property  in  this  case  consisted  of  an 
eighty-family  house  adjoining  a  large 
parking  space.  The  apartment  areaway 
was  separated  from  this  parking  space  by 
a  concrete  retaining  wall  about  one  hun¬ 
dred  feet  long  and  eight  feet  high.  When 
the  apartment  was  built,  the  parking 
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space  plot  was  about  the  same  grade  as 
that  of  the  property,  and  the  retaining 
wall  was  built  to  a  height  level  with  the 
street  grade.  When  the  vacant  property 
was  rented  for  a  parking  lot,  the  operator 
had  the  lot  filled  in,  bringing  the  grade  of 
his  property  up  to  the  level  of  the  street — 
the  same  level  as  the  top  of  the  retaining 
wall.  Unfortunately,  because  of  the  slope 
of  the  street  grade,  the  parking  lot  sloped 
toward  the  apartment  building  in  question. 

During  heavy  rainstorms,  some  addi¬ 
tional  pressure  was  naturally  laid  on  the 
retaining  wall.  The  management,  how¬ 
ever,  considered  it  strong  enough  to  with¬ 
stand  any  water  pressure  which  it  might 
be  called  upon  to  bear,  even  though  it  was 
supporting  the  drainage  of  the  adjoining 
lot.  However,  during  a  two-hour  cloud¬ 
burst  the  retaining  wall  let  go,  and  the 
apartment  house  areaway  was  covered 
with  the  parking  lot  fill  and  automobiles; 
likewise,  the  cellars  were  flooded  with  wa¬ 
ter  to  a  height  of  twelve  to  eighteen  inches. 

A  large  portion  of  the  basement  was 
given  over  to  the  storage  of  trunks,  baby 
carriages,  etc.,  but  the  management  had  al¬ 
ways  maintained  that  tenants  using  such 
spaces  were  accepting  the  risk  for  the 
property  which  they  stored  there.  Two  of 
the  tenants  were  in  the  theatrical  business 
and  claimed  to  have  had  a  quantity  of 
valuable  costumes,  press  notices,  and  pho¬ 
tographs  in  the  trunks,  which  were  irre¬ 
parably  damaged  by  the  water.  In  this 
case  the  management  stood  pat  and  said 
that  they  would  not  settle ;  the  tenants  en¬ 
gaged  attorneys  to  bring  action  against 
them  for  the  damage.  It  took  three  months 
for  the  case  to  be  placed  on  the  calendar 
for  trial,  during  which  period  the  tenants 
would  not  pay  rent,  amounting  to  $156. 
The  case  was  tried  in  court,  and  the  court 
decided  that  there  was  no  responsibility 
upon  the  part  of  the  management  and  that. 


therefore,  they  did  not  have  to  pay  the 
damage ;  however,  they  were  never  able  to 
collect  the  rent. 

Misuse  of  Common  Facilities:  In  large- 
scale  housing  projects  where  common 
laundries,  carriage  rooms,  social  rooms, 
and  playgrounds  have  been  provided,  the 
great  majority  of  tenants  will  respect 
property  and  conduct  themselves  with 
consideration  for  others.  There  are  a  few, 
however,  who  always  disturb  the  harmony 
of  the  many. 

For  example,  in  one  project  the  carriage 
rooms  were  widely  separated  and  served 
the  tenants  by  their  own  apartment  key. 
This  was  done  to  save  the  labor  necessary 
to  open  and  close  numerous  carriage  rooms 
upon  request.  However,  many  tenants  left 
these  doors  open  or  deliberately  blocked 
the  doors  so  that  their  children  or  others 
would  have  easy  access  without  the  use  of 
the  key.  This  led  to  the  removal  of  car¬ 
riages,  carts,  tricycles,  etc.,  either  stolen 
or  borrowed,  and  the  sufferers  were  con¬ 
siderably  inconvenienced  by  this  repeated 
disappearance  of  personal  articles,  wheth¬ 
er  they  were  responsible  for  the  unlocked 
doors  or  not.  Many  letters  of  request  to 
all  tenants  and  constant  vigilance  by  the 
maintenance  crew  did  not  solve  this 
situation.  The  management  came  to  the 
conclusion  that  the  only  real  answer  to  the 
problem  was  through  a  long  time  educa¬ 
tional  program  with  the  children. 

Where  common  laundries  are  provided, 
the  scheduling  of  their  use  is  indeed  a 
difficult  task.  A  project  of  three  hundred 
families  has  common  laundries  on  the  roof 
of  each  of  the  four  buildings.  When  the 
project  opened,  the  manager  kept  a  sched¬ 
ule  for  the  laundries  in  the  office.  One  of 
his  assistants  spent  at  least  half  of  her 
time  supervising  the  use  of  these  facilities 
and  straightening  out  disputes  between  the 
tenants.  After  some  months,  the  assistant 
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decided  to  form  tenant  committees  of 
women  from  each  building  to  schedule, 
supervise,  and  manage  the  use  of  the 
laundries.  This  has  worked  exceedingly 
well,  with  tenants  assuming  full  responsi¬ 
bility  and  the  equipment  being  kept  in 
better  condition  than  it  was  under  manage¬ 
ment  supervision. 

In  the  use  of  social  rooms  by  clubs  com¬ 
posed  of  members  under  twenty  years  of 
age,  several  managers  have  remarked  that 
such  groups  cannot  be  responsible  for  the 
property  unless  supervised  by  older  lead¬ 
ers.  One  manager  tried  to  place  the  group 
between  the  ages  of  fourteen  and  twenty 
on  their  own  responsibility,  but  the  experi¬ 
ence  was  regretted.  He  found  it  advisable 
to  secure  supervision  in  the  form  of  volun¬ 
teer  workers  selected  from  the  membership 
of  adult  clubs. 

One  manager  told  me  that  the  only  way 
to  prevent  damage  to  property  from  mis¬ 
use  of  common  facilities  and  equipment 
was  to  charge  the  tenants  for  expenses 
incurred  by  any  damage. 

Standards  of  Living:  While  there  are 
those  who  believe  that  certain  practices 
go  with  the  income  of  a  family,  property 
managers  know  that  carelessness  in  dis¬ 
posing  of  garbage,  neglect  in  caring  for 
the  halls,  and  other  reflections  of  tenant 
habits  are  not  confined  to  any  one  income. 
Even  when  the  management  has  set  up 
certain  standards,  it  is  necessary  for  one 
or  more  employees  to  watch  the  departures 
from  these  standards,  to  call  the  offender’s 
attention  to  the  fact  that  the  management 
expects  their  cooperation  in  observing 
these  standards,  and  to  repeat  the  process 
again  and  again  until  the  standard  has 
been  attained. 

One  manager  stated,  “Carelessness  in 
placing  garbage,  etc.,  in  incinerators  was 
partially  overcome  by  placing  instruction 
cards  under  the  doors  of  all  apartments  on 


the  floor  where  carelessness  was  reported. 
This  matter,  however,  is  still  a  problem. 
The  same  procedure  was  followed  when¬ 
ever  milk  bottles  were  placed  in  public 
halls  in  the  morning,  remaining  uncollect¬ 
ed  all  day,  or  baby  carriages  were  taken 
up  to  the  apartments  in  the  elevators.’’ 

Another  manager  explained  that  in  deal¬ 
ing  with  people  who  throw  garbage  down 
incinerators  without  first  wrapping  it  in 
paper,  or  in  cases  where  the  management 
knows  that  tenants  in  a  particular  building 
act  in  an  offensive  manner,  a  letter  is 
written  to  each  resident  in  that  house  call¬ 
ing  the  matters  to  their  attention  very 
strongly  and  urging  their  help  in  making 
the  project  a  better  place  in  which  to  live. 
Here  is  a  sample  of  one  such  letter : 

“Dear  Mrs.  Smith: 

This  letter  is  written  to  each  occupant 
of  the  house  at  Z  Street  and  is  a  remind¬ 
er  that  the  management  would  very 
much  appreciate  observance  of  the  rule 
having  to  do  with  the  use  of  the  incin¬ 
erator  chute. 

Please  do  not,  under  any  circum¬ 
stances,  throw  garbage  down  the  incin¬ 
erator  unless  it  is  securely  wrapped  in 
paper.  If  you  fail  to  do  this,  it  is  only  a 
question  of  a  short  time  when  the  sides 
of  the  incinerator  will  be  incrusted  with 
refuse  and  your  building  will  be  any¬ 
thing  but  a  pleasant  place  in  which  to 
live.’’ 

Where  families  had  previously  lived  in 
dwellings  improperly  ventilated  and  had 
received  little  sunlight,  they  are  often  ac¬ 
customed  to  airing  linen  and  bedding  in 
the  windows.  Such  a  practice  was  over¬ 
come  in  one  large  development  by  persist¬ 
ent  calls  at  the  time  of  the  occurrence ;  at¬ 
tention  was  called  to  the  fact  that  there 
was  no  need  for  this  in  the  new  dwelling. 
Where  the  family  failed  to  accept  this  ex¬ 
planation,  it  was  suggested  that  they  place 
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the  bedding  on  a  chair  near  the  window  to 
avoid  the  unsightly  appearance  of  bedding 
frescoing  the  exterior  of  the  project. 

Failure  of  Design  or  Planning:  Opinions 
of  managers  are  divided  as  to  the  proper 
disposition  in  the  case  of  failures  of  design 
and  planning. 

In  one  case  reported,  Mrs.  A.  complain¬ 
ed  that  one  of  the  walls  forming  part  of 
her  child’s  bedroom  appeared  to  be  the 
side  of  the  chimney  leading  from  the  boiler 
room  to  the  roof.  This  wall  was  hot  at 
all  times,  with  a  result  that  the  room  was 
seldom  lower  than  seventy-eight  degrees 
in  temperature.  Investigation  by  the  op¬ 
erating  organization  showed  Mrs.  A.’s 
complaint  to  be  justified.  An  attempt  was 
made  to  get  the  contractor  and  the  archi¬ 
tects  to  remedy  the  condition  by  insulation. 
A  disagreement  followed  as  to  the  respon¬ 
sibility,  so  the  management  took  it  upon 
itself  to  correct  the  condition  and  work 
out  the  responsibility  later.  A  child’s 
health  and  the  payment  of  rent  were  the 
important  factors  to  be  considered  in  this 
case. 

Managers  who  have  taken  over  proper¬ 
ties  after  the  completion  of  construction 
say  that  many  of  their  tenant  troubles 
could  have  been  avoided  if  the  architects 
had  done  a  better  job  of  planning.  Bang¬ 
ing  incinerators,  slamming  doors,  locks 
that  do  not  work,  floors  that  buckle,  win¬ 
dows  that  stick,  and  play  areas  located 
too  near  the  buildings  are  some  of  the 
management  difficulties  blamed  upon  the 
architect  and  the  builder. 

In  a  large  project,  where  suspended 
clothes  dryers  were  provided  in  the 
kitchens,  many  complaints  that  these  dry¬ 
ers  were  inadequate  reached  the  manage¬ 
ment  office,  and  a  request  came  from  an 
organized  group  of  tenants  for  additional 
equipment.  The  decision  was  reached  to 
provide  clothes  dryers  on  the  roofs  of  the 


buildings.  A  large  expenditure  of  money 
was  necessary  to  resurface  the  roofs. 
These  dryers  were  built  low  and  confined 
to  the  central  portions  of  the  roofs  so  that 
clothes  could  not  be  seen  from  the  street  L 
or  gardens.  | 

Principles  F'or  Handling  Tenant  I 
Requests  I 

The  following  principles  ^  indicate  the  * 
most  desirable  methods  of  dealing  with 
tenants  who  request  service : 

1.  Make  a  clear  statement  and  interpretation 
of  the  rules  to  tenants  at  the  time  of  leas- 
insuilicient. 

2.  Put  yourself  in  the  place  of  the  person 
making  the  request,  and  treat  each  request 
as  seriously  as  it  is  made, 

3.  Require  all  requests  to  be  made  at  the 
management  office.  A  minor  service  em¬ 
ployee  should  not  handle  requests. 

4.  Make  a  written  record  of  all  requests,  fol¬ 

low  up  their  disposition,  and  analyze  the  ^ 
causes.  .. 

5.  Treat  requests  tactfully,  fairly,  firmly,  but 
humanly. 

6.  Be  friendly  with  tenants — but  treat  all 
alike. 

7.  Be  as  accommodating  as  possible  but  not 
subservient. 

8.  Never  become  impatient  or  angry  with 
tenants. 

9.  Do  not  be  too  busy  to  listen.  9 

10.  Get  at  the  bottom  of  the  complaints,  using 
the  techniques  of  a  trained  investigator.  f 

11.  Use  force  only  as  a  last  resort  and  then  ■ 

only  on  stubborn  tenants.  I 

12.  If  an  undesirable  tenant  must  be  moved,  I 

move  him  out  with  the  least  possible  I 
friction.  f 

13.  When  tenants  have  been  inconvenienced  1 

through  no  fault  of  their  own,  consider  rent  J 
adjustments  or  other  compensations.  f 

14.  Repair  mechanical  breakdowns  immediately  I 

and  thoroughly.  I 

15.  Prevent  service  requests  and  mechanical 

breakdowns  by  high  standards  of  main-  I 
tenance,  inspections,  and  adequate  training  I 
of  the  entire  staff.  i 

If  these  principles  are  followed,  the  ' 
manager’s  job  is  likely  to  be  easier  and  the  I 
tenants  better  satisfied.  I 

‘Author’s  Note:  These  principles  are  predicated  upon  ■ 
actual  conditions  in  non-Federal  housing  developments  and 
are  in  no  way  to  be  considered  in  conflict  with  the  Govern-  J 
ment  Housing  Policies. 


Internal  Social-Economic  Structure  of  Urban 

Communities 

By  Walter  L.  Greene 


The  internal  social-economic  structure 
of  an  urban  community  denotes  the 
constitution,  phenomena,  and  develop¬ 
ment  of  society  and  its  wealth.  The  eco¬ 
nomic  process  is  a  means  by  which  we  pro¬ 
duce,  protect,  and  utilize  wealth  while  con¬ 
tributing  to  society’s  gradual  advancement 
towards  a  more  organic  type. 

It  is  upon  an  understanding  of  this  prin¬ 
ciple  that  we  may  better  comprehend  the 
nature  of  the  progress  of  our  urban  com¬ 
munities.  It  is  also  from  this  principle 
that  we  may  appreciate  the  practical  asso¬ 
ciation  of  economic  and  social  phenomena 
and  discern  the  restrictive  tendencies  of 
economic  influences  as  contrasted  with  the 
progressive  aspects  of  social  influences. 

The  operation  of  both  social  and  eco¬ 
nomic  influences  results  in  a  gradual  evo¬ 
lution  of  the  community  structure.  Inertia 
is  never  prevalent.  The  effects  of  social 
or  economic  influences,  either  individually 
or  collectively,  are  continually  advancing 
or  retarding  the  social-economic  structure 
in  every  community.  It  is,  of  course,  sig¬ 
nificant  to  understand  the  prevailing  trend 
of  your  community  with  respect  to  these 
important  factors.  In  the.  absence  of  cor¬ 
rective  measures,  the  trend  is  inclined  to 
become  accelerated.  The  evidence  of  this 
phenomena  is  plentiful  in  the  history  of 
American  cities. 

The  growth  of  an  urban  community  re¬ 
sulting  from  the  dominating  influence  of 
either  social  or  economic  factors  estab¬ 
lishes  new  demands,  which  in  turn  affect 

This  paper  was  prepared  by  Mr.  Greene  as  one  of  the 
ttxts  in  the  Case-Study  Course  now  being  developed  by  the 
Walters  Division  of  the  National  Association  of  Real  Estate 
Boards.  It  contains  a  wealth  of  ideas  for  property  managers 
M  well  as  for  brokers. — Ed. 


both  the  social  and  economic  structure. 
The  operation  of  this  cycle  has  written  the 
history  of  our  cities  from  coast  to  coast 
and  will  continue  to  do  so. 

Diversification 

Accompanying  the  growth  of  urban 
communities  there  is  always  a  correspond¬ 
ing  increase  in  the  diversification  of  land 
utilization.  Every  step  in  this  advance¬ 
ment  of  diversification  furnishes  an  addi¬ 
tional  opportunity  or  a  group  of  additional 
opportunities  to  the  real  estate  broker  for 
creative  selling  and  a  new  set  of  problems 
for  the  property  manager.  To  understand 
that  diversification  of  land  utilization  is 
proportionate  to  the  growth  of  a  commu¬ 
nity  establishes  a  basis  upon  which  antici¬ 
pated  needs  may  be  carefully  considered 
in  the  light  of  the  opportunity  that  they 
afford  for  progressive  creative  selling  and 
constructive  management.  This  is  always 
beneficial  not  only  to  the  Realtor  but  to 
the  community  because  it  is  productive  of 
creating  a  better  economy  of  land  through 
the  transfer  of  properties  that  under  new 
ownership  may  be  used  more  nearly  in  ac¬ 
cordance  with  their  highest  and  best  use. 

Multiplication  of  ownership  and  ampli¬ 
fication  of  utility  of  real  property  have 
been  coincidental  with  the  progressive  at¬ 
tainments  of  social  organisms.  Future 
progress  will  rest  largely  upon  the  exercise 
of  our  abilities  towards  the  proper  distri¬ 
bution  and  utilization  of  real  properties. 

Sociological  principles  may  be  quite  dis¬ 
similar  among  the  smaller  organisms  with¬ 
out  jeopardizing  the  effectiveness  of  the 
larger  structure  of  which  they  all  are  com¬ 
ponent  parts. 
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Without  such  dissimilarity  the  larger 
structures  might  collapse  entirely.  It  is 
recognized  that  the  social  characteristics 
of  one  neighborhood  may  be  entirely  dif¬ 
ferent  from  those  of  another  neighbor¬ 
hood,  and  as  a  matter  of  fact  it  may  even 
be  said  that  they  constitute  a  different  set 
of  social  principles.  They,  nevertheless, 
combine  in  the  formation  of  a  quite  defi¬ 
nite  social  organism,  represented  by  the 
community  as  a  whole;  and  these  commu¬ 
nities  in  turn,  just  as  did  the  neighbor¬ 
hoods,  combine  to  represent  the  social  or¬ 
ganisms  of  the  counties,  commonwealths, 
states,  nations,  or  empires. 

Each  development  within  a  given  com¬ 
munity  is  a  product  of  effort,  conscious  or 
unconscious,  to  conform  to  the  principles 
of  the  social  organism  of  that  community 
as  conceived  by  the  one  responsible  for 
such  development.  Moreover,  the  success 
of  the  development  will  be  proportionate 
to  the  accuracy  of  his  conception  of  the 
characteristics  of  the  social  organism. 

Economics  is  charged  with  the  failure 
of  many  adventures  in  the  development  of 
real  property  where  such  failures  were 
primarily  due  to  an  erroneous  conception 
of  the  more  encompassing  principles  of 
sociology. 

Most  of  us  instinctively  sense  the  ma¬ 
jority  requirements  of  the  social  organism 
of  which  we  are  a  part.  Some  of  us  run 
counter  to  such  requirements  and  are  dis¬ 
ciplined  by  economic  loss  or  by  the  power 
of  the  organism  itself. 

The  broker  or  manager  who  aggressive¬ 
ly  strives  to  understand  the  social  struc¬ 
ture  of  the  community  in  which  he  oper¬ 
ates  will  probably  find  unforeseen  oppor¬ 
tunities  for  remunerative  productiveness 
and  quite  probably  will  avoid  many 
economic  losses. 


Practical  vs.  Abstract  Relationships 

It  sometimes  seems  clearly  evident  that 
being  so  close  to  our  daily  operations  we 
are  inclined  to  ascribe  to  these  operations 
only  the  characteristic  of  being  practical 
in  their  application.  Likewise,  we  are 
prone  to  assume  that  those  things  which 
do  not  consume  our  daily  attention  consti¬ 
tute  a  series  of  abstract  relationships  and 
that  our  attention  should  not  be  diverted 
to  them  except  upon  occasions  when  the 
more  direct  and  so-called  practical  factors 
are  not  requiring  our  time. 

Further  analysis  upon  this  habit  might 
reveal  that  the  so-called  practical  appli¬ 
cations  are  really  no  more  practical  than 
the  so-called  abstract  relationships  and 
that  the  main  distinction  lies  in  the  fact 
that  the  former  represent  the  line  of  least 
resistance;  whereas,  the  latter  represent 
an  unlimited  opportunity  to  augment  the 
production  secured  through  that  line  of 
least  resistance  if  the  Realtor  will  apply 
himself  to  an  understanding  of  the  influ¬ 
ential  factors  involved  in  the  field  of  his 
operation,  and  if  instead  of  placing  entire 
dependence  upon  the  line  of  least  resist¬ 
ance,  he  will  give  a  reasonable  effort  to 
creative  selling  and  constructive  manage¬ 
ment. 

The  judgment  of  the  Realtor  should  be 
extremely  sensitive  to  the  probable  effect 
of  sudden  economic  changes  within  his 
community,  such  as  the  establishment  of  a 
large  industry  or  the  removal  of  a  large 
industry  to  another  community.  Such 
an  incident  cannot  occur  without  ma¬ 
terially  affecting  both  the  social  and  eco¬ 
nomic  structure  of  the  community.  It 
becomes  necessary  for  the  community  to 
adjust  itself  to  the  new  conditions.  It  is 
in  the  nature  of  such  adjustment  that  the 
Realtor  is  again  furnished  an  opportunity 
through  the  exercise  of  his  judgment, 
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based  upon  his  superior  information  and 
knowledge  of  matters  concerning  real  es¬ 
tate,  to  be  of  material  service  to  his  com¬ 
munity  and  simultaneously  beneficial  to 
his  own  interest. 

These  swift  economic  changes  may  re¬ 
sult  from  varied  causes,  but  they  are  gen¬ 
erally  the  cause  of  an  endeavor  to  increase 
the  exploitation  of  natural  resources  of 
the  community,  whether  such  resources 
consist  of  timber,  valuable  minerals,  or 
climatic  conditions  suitable  for  health  or 
tourist  resorts. 

Decentralization 

There  is  much  comment  today  about  the 
decentralization  of  industry,  and  strong 
arguments  are  advanced  by  both  propon¬ 
ents  and  opponents.  It  is  not  the  province 
of  this  paper  to  treat  of  this  subject  ex¬ 
cept  in  its  probable  effect  upon  the  social- 
economic  structure  of  our  communities, 
and  the  most  that  can  be  said  is  that  it  will 
behoove  the  Realtor  to  watch  closely  and 
to  interpret  carefully  such  changes  as 
might  occur  through  any  movement  lead¬ 
ing  toward  an  effective  decentralization  of 
industry.  It  should  be  remembered  that 
the  existing  centralization  of  industry  has 
an  established  pool  of  labor,  apparently 
comparable  to  its  operations.  Whether  or 
not  decentralization  would  ultimately 
prove  beneficial,  we  cannot  deny  the  fact 
that  the  period  required  for  such  decen¬ 
tralization  would  be  a  period  encompassing 
forceful  changes  in  the  social  and  eco¬ 
nomic  background  of  those  communities 
which  participated  in  the  industrial  mi¬ 
gration. 

It  is  essential  that  the  Realtor  be  con¬ 
versant  with  social  and  economic  trends  if 
he  is  to  acquire  that  quality  of  judgment 
upon  which  reliance  may  be  placed.  His 
judgment  is  the  backlog  of  his  success,  and 
judgment  based  upon  insufficient  and  ir¬ 


relevant  facts  is  certainly  not  good  judg¬ 
ment.  His  judgment  will  be  sound  only  in 
the  degree  that  he  understands  not  only 
the  existing  social-economic  status  of  his 
community  but  the  trend  and  probable 
fluctuations  of  the  trend.  Above  all  things 
he  should  fully  understand  the  futility  of 
efforts  to  force  a  community  to  absorb 
projects  that  are  socially  and  economically 
unsound.  Communities  have  suffered 
heavy  economic  losses  resulting  from  the 
operation  of  speculators  who  were  either 
unacquainted  or  unconcerned  with  the 
measure  in  which  their  operations  con¬ 
formed  to  the  requirements  of  the  com¬ 
munity. 

The  community,  as  a  whole,  like  any  in¬ 
dividual  in  the  community,  has  certain 
definite  requirements  for  subsistence,  and, 
in  addition  to  these,  it  has  certain  wants 
not  necessary  to  subsistence  but  beneficial 
to  its  social  status. 

The  community  is  in  no  better  position 
to  absorb  an  oversupply  of  definite  re¬ 
quirements  than  is  the  individual  to  con¬ 
sume  three  meals  at  one  sitting. 

Uneconomic  speculative  activity,  forc¬ 
ing  the  expansion  of  a  city  beyond  its  re¬ 
quirements,  is  immediately  effective  in  a 
thinner  spread  of  total  community  income, 
which  in  turn  invariably  has  a  detrimental 
effect  upon  its  social  structure.  The  pa¬ 
tient  may  recover,  and  does  with  very  few 
exceptions,  but  the  period  of  convalescence 
is  slow. 

Economy  of  Utilization 

Economy  in  the  utilization  of  urban 
land  is  a  social  and  economic  requisite.  The 
degree  of  economy  which  we  have  been 
able  to  accomplish  has  indeed  been  quite 
imperfect.  The  abundance  of  raw  land  has 
no  doubt  been  largely  responsible  for  our 
rather  free  use  and  somewhat  inconsid¬ 
erate  utility  of  it.  Another  and  probably 
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more  effective  reason  lies  in  our  previous 
lack  of  acquaintance  and  understanding 
of  the  economic  gain  resulting  from  the 
development  of  property  to  its  highest  and 
best  use. 

An  analysis  of  a  survey  which  would 
show  the  proportion  of  land  in  any  com¬ 
munity,  the  utility  of  which  approximated 
its  highest  and  best  use,  would  undoubted¬ 
ly  reveal  an  astounding  deficiency  in  our 
previous  efforts  to  economize  land,  or  it 
might  even  be  indicative  of  the  fact  that 
the  economy  of  land  was  a  matter  of  little 
consideration  in  many  of  our  develop¬ 
ments.  It  is  well  to  explain  at  this  point 
that  the  term  “economy  of  land”  is  in  no 
wise  synonymous  with  the  impression  of 
cramped,  crowded,  and  overbuilt  condi¬ 
tions.  Economy  does  not  mean  to  skimp. 
It  means  to  provide  in  the  right  propor¬ 
tion.  The  more  effective  economy  of  land 
results  from  the  development  of  any  prop¬ 
erty,  whether  it  be  an  office  site  or  a  sub¬ 
division  tract,  in  such  a  manner  that  it 
conforms  to  the  highest  and  best  conceiv¬ 
able  use  of  that  particular  property.  Com¬ 
pliance  with  these  conditions  does  not, 
therefore,  represent  an  overcrowded  uti¬ 
lization  of  our  land  areas  any  more  than  it 
represents  extravagance  in  their  use. 

If  a  realtor  could  see  a  map  of  his  com¬ 
munity  upon  which  each  property  not  de¬ 
veloped  to  its  highest  and  best  use  was 
significantly  marked,  he  would  be  astound¬ 
ed  at  the  potential  volume  of  business 
awaiting  only  the  beneficial  results  of 
creative  salesmanship  and  constructive 
management.  Whenever  and  wherever 
there  exists  a  higher  and  better  use  for 
any  property  within  a  community,  there 
also  exists  an  opportunity  for  some  broker 
or  manager  to  perceive  of  this  condition 
and  possibly  be  effective  in  its  correction. 

It  is  axiomatic  that  the  social  and  eco¬ 
nomic  well-being  of  a  community  is  largely 


dependent  upon  economy  in  the  utilization 
of  its  lands.  Failure  to  recognize  and  com¬ 
ply  with  this  principle  results  unfavorably 
both  to  the  social-economic  organism  and 
to  the  individual.  Neither  a  condition  of 
insufficient  housing  nor  one  of  oversupply  I 
long  enduring  can  result  in  anything  but  | 
economic  loss.  ■ 

A  Deficiency  of  Housing  I 

Statistics  indicate  that  the  measure  in  | 
which  we  supply  housing  facilities  oper-  ^ 
ates  in  very  evident  cycles  and  that  the 
accumulated  deficiency  has  been  and  still 
remains  below  the  accelerated  normal  re¬ 
quirement.  Assuming  the  accuracy  of 
these  statistics,  we  have  endured  a  long 
period  of  insufficient  housing  facilities  re¬ 
quired  to  meet  the  needs  of  our  people.  If 
we  are  doubtful  as  to  the  accuracy  of  this, 
we  may  in  some  degree  substantiate  it  by 
our  experience  of  past  conditions  with  re¬ 
gard  to  the  adequate  housing  of  all  classes 
of  people  in  this  country  and  our  knowl¬ 
edge  of  such  conditions  as  exist  today. 

We  need  reflect  only  a  moment  on  this 
subject  to  conclude  that  there  probably  | 
never  has  been  a  reasonable  degree  of  ade-  I 
quacy  of  housing  facilities  for  the  unfor-  p 
tunate  members  of  our  communities  whose  _ 
income  levels  are  represented  in  the  lower  I 
brackets.  Inadequate  housing  facilities  I 
among  this  group  of  people  produce  a  lack  I 
of  efficiency  directly  traceable  in  economic  p 
loss.  Of  even  great  importance,  this  con¬ 
dition  is  of  tremendous  significance  to  the  , 
social  order  of  the  community. 

Social  influences  emanating  from  this  i 
class  are  much  more  effective  in  propor-  _ 
tion  to  their  numbers  than  those  which  I 
emanate  from  any  other  class  of  our  popu-  I 
lation.  Deprivation,  low  ethical  standards,  i 
lack  of  ambition,  and  loss  of  respect  and  I 
faith  in  the  social  order  are  productive  of  I 
ill  health,  violence,  crime,  and  many  simi- 
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lar  assaults  upon  the  attempts  constantly 
being  made  to  improve  our  social  or¬ 
ganism. 

The  degree  in  which  housing  facilities 
fail  to  meet  the  needs  of  various  income 
groups  is  becoming  recognized  more  and 
more  as  a  social  problem  of  prime  impor¬ 
tance.  It  naturally  follows  that  great  reli¬ 
ance  must  be  placed  upon  the  aggressive¬ 
ness  and  the  judgment  of  realtors  if  real 
advancement  is  to  be  accomplished  in  this 
field. 

We  must  also  remember  that  we  are  in  a 
measure  responsible  for  economic  and  so¬ 
cial  loss  as  a  result  of  our  occasional  influ¬ 
ence  in  supplying  more  housing  of  the 
better  type  than  can  be  absorbed  by  those 
of  the  higher  income  group.  The  loss  ef¬ 
fected  is  both  economic  and  social.  Every 
precaution  should  be  taken  to  avoid  it. 

If  economic  and  social  gain  is  to  be 
achieved,  there  must  be  a  reasonable  equi¬ 
librium  in  the  supply  and  demand  of  hous¬ 
ing  facilities,  and  it  is  not  sufficient  that 
we  have  an  equilibrium  simply  in  the  total 
of  the  supply  to  the  total  of  the  demand. 
There  must  also  exist  a  balance  between 
supply  and  demand  of  adequate  housing 
for  the  various  income  groups.  We  cannot 
expect  an  oversupply  of  costly  housing  ac¬ 
commodations  to  offset  a  shortage  of  facili¬ 
ties  as  required  by  those  of  the  lower  in¬ 
come  group. 

The  developer  who  contemplates  mar¬ 
keting  new  subdivision  properties  will  do 
well  to  analyze  carefully  the  housing  de¬ 
mand  and  to  determine  that  there  does 
exist  or  will  exist  in  a  reasonable  period 
of  time  a  demand  for  the  type  of  houses 
that  would  be  suitable  for  the  particular 
property  being  offered,  and  that  such  de¬ 
mand  is  sufficient  to  justify  such  develop¬ 
ment.  The  development  of  subdivision 
properties  and  the  building  of  houses 
must,  of  course,  precede  their  absorption, 


but  the  measure  in  which  they  are  supplied 
in  advance  of  the  demand  is  indicative  of 
whether  or  not  such  supply  will  result  in 
economic  gain  or  loss. 

Every  addition  to  an  urban  community, 
irrespective  of  size  or  value,  quality  or 
type,  superimposes  its  influence  upon  the 
entire  social-economic  structure  of  that 
community.  The  influence  may  be  small  or 
it  may  be  large,  but  in  either  event  it  is 
inescapable. 

The  rapidity  of  additions,  especially 
those  of  like  character,  may,  of  course,  be 
either  beneficial  or  detrimental,  but  they 
are  always  exceedingly  influential.  These 
constitute  important  indices  which  the 
realtor  will  do  well  to  watch,  for  that  may 
frequently  spell  success  or  failure  in  his 
sales  efforts. 

The  existence  of  scarcity  in  a  particular 
type  of  property  will  produce  a  demand 
which  is  generally  recognized  quite  rap¬ 
idly  by  Realtors.  It  frequently  occurs, 
however,  that  their  efforts  to  supply  this 
demand  continue  well  beyond  the  point  at 
which  the  demand  was  met. 

It  is  not  intended  that  the  Realtor  should 
be  capable  of  determining  the  exact  point 
at  which  supply  and  demand  are  balanced. 
It  is  intended,  however,  to  call  attention 
to  the  importance,  from  a  social  as  well  as 
an  economic  standpoint,  of  the  benefits  of 
reasonable  judgment  under  such  circum¬ 
stances.  We  cannot  deny  that  in  many  in¬ 
stances  reasonable  judgment  has  not  been 
displayed;  and  social  and  economic  loss 
became  the  resultant  factors. 

It  is  definitely  our  social  obligation  to 
understand  the  importance  of  our  function 
in  the  economic  life  of  our  community  and 
to  perform  this  function  in  such  a  manner 
as  to  give  reasonable  assurance  of  the  con¬ 
tinued  social  and  economic  advancement 
of  our  people  who  are  dependent  upon  us 
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for  leadership  and  guidance  in  those  mat¬ 
ters  that  are  germane  to  our  activities. 

Balance 

From  our  previous  reference  to  the  de¬ 
sirability  of  maintaining  a  reasonable  bal¬ 
ance  between  the  demand  and  supply  of 
housing  facilities,  it  should  not,  of  course, 
be  inferred  that  balance  in  this  respect  is 
in  itself  sufficient.  The  principle  of  bal¬ 
ance  is  much  broader  than  this.  It  re¬ 
quires  that  a  balance  of  supply  of  housing 
accommodations  must  also  be  balanced 
with  the  industrial  and  commercial  estab¬ 
lishments  which  are  productive  of  the  in¬ 
comes  so  vitally  important  in  maintaining 
a  reasonable  balance  in  housing  accommo¬ 
dations.  Conversely,  the  housing  accom¬ 
modations  are  of  equal  importance  in 
maintaining  the  industrial  and  commer¬ 
cial  establishments.  The  interdependence 
is  an  accepted  fact,  but  the  varying  de¬ 
grees  in  which  actual  conditions  fulfill  this 
necessity  of  interdependence  are  not  easily 
traceable  nor  so  well  understood,  and  yet 
this  interdependence  furnishes  the  oppor¬ 
tunity,  as  previously  pointed  out,  for  the 
most  effective  type  of  creative  selling  and 
constructive  management. 

The  people  who  occupy  the  residential 
areas  of  our  communities  have  a  multitude 
of  wants  which  custom  decrees  they  will 
fulfill  as  rapidly  as  their  economic  circum¬ 
stances  will  permit.  If  these  wants  can¬ 
not  be  fulfilled  within  their  own  commu¬ 
nity  as  they  occur,  their  fulfillment  will 
be  sought  in  foreign  communities. 

It  is  probably  safe  to  assume  that  the 
commercial  districts  of  no  city  are  supply¬ 
ing  the  full  measure  of  wants  that  could 
be  supplied  through  such  districts.  The 
Realtor  who  is  capable  of  determining  this 
deficiency  will  immediately  add  another 
lease  or  sale  to  the  credit  of  creative 
selling. 


A  deficiency  of  commercial  outlets  will  I 
tip  the  balance  in  only  one  direction.  It  is  I 
equally  as  important  for  us  to  consider  the  I 
effect  when  the  balance  is  tipped  in  the  " 
opposite  direction — an  oversupply  of  com-  ■ 
mercial  outlets  as  measured  by  the  de-  I 
mands  of  a  community.  This  condition  in¬ 
variably  results  in  economic  loss ;  and  the 
economic  loss  suffered  is  proportional  to 
the  oversupply. 

What  has  been  said  about  the  residential 
and  commercial  districts  with  regard  to 
the  balancing  of  their  functions  is  equally 
as  appropriate  to  all  other  social  and  eco¬ 
nomic  aspects  of  the  community,  including 
the  industrial,  religious,  educational,  and 
recreational.  A  reasonable  balance  must 
be  maintained  between  all  of  these  factors 
if  social  and  economic  loss  is  to  be  avoided. 
Their  interdependence  is  of  the  first  order, 
and  their  respective  influences  are  of  the 
greatest  significance.  Collectively,  they 
represent  the  very  life  of  the  community, 
and  the  community  will  reflect  the  degree 
in  which  these  component  parts  are  prop¬ 
erly  balanced.  Any  deficiency,  for  exam¬ 
ple,  in  the  recreational  facilities  of  a  com¬ 
munity  will  have  a  profound  significance 
upon  its  social  order.  Any  degree  of  defi¬ 
ciency  in  the  educational  facilities  of  the 
community  will  have  a  profound  signifi¬ 
cance  not  only  upon  its  social  order  but  of 
equal  effect  upon  its  economic  life. 

A  deficiency  of  the  religious  facilities 
and  opportunities  offered  within  a  com¬ 
munity  will  be  productive  of  crime  and  the 
establishment  of  a  social  problem  of  great 
handicap  to  economic  advancement. 

Changes  in  any  of  these  factors  gener¬ 
ally  produce  proportionate  changes  in  the 
remainder  of  them,  as  they  are  collectively 
sensitive  to  the  individual  fluctuations  and 
are,  therefore,  commonly  subjected  to  I 
changes  which  may  be  either  beneficial  or  I 
detrimental.  I 
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The  Realtor  who  values  the  quality  of  his 
judgment  must  necessarily  be  reasonably 
acquainted  with  the  fluctuations  affecting 
the  balance  between  the  component  fac¬ 
tors  of  his  community. 

An  Example 

We  must  be  careful  that  we  do  not  con¬ 
sider  balance  as  some  abstract  idea  incap¬ 
able  of  practical  application.  We  may  cite 
one  example  which  alone  should  be  suffi¬ 
cient  to  convince  us  that  the  word  “bal- 
,  ance”  as  here  used  is  quite  definitely  a 
i  concrete  term  and  entirely  susceptible  of 
the  most  practical  application. 

‘  Let  us  assume  that  the  management  of 
an  industrial  plant,  long  established  in  a 
I  given  community,  employing  approxi- 
I  mately  2,000  men,  most  of  whom  are 
skilled  mechanics,  decides  for  some  reason 
to  remove  the  plant  to  a  distant  location. 
It  would  be  an  erroneous  assumption  to 
conclude  that  the  labor  employed  in  this 
plant  would  migrate  with  it.  Only  a  small 
proportion  would  establish  residences  in 
the  new  locality.  It  must  be  understood 
that  the  majority  of  these  workmen  have 
established  their  homes  along  definite  eco¬ 
nomic  and  social  lines.  Other  members  of 
the  family  may  have  employment  which 
could  not  be  sacrificed  to  follow  the  mi¬ 
grating  industry.  Many  of  them  may  have 
equities  in  their  homes  which  they  could 
ill  afford  to  leave.  They  will,  in  the  main, 
stay  with  the  community  and  attempt  to 
seek  employment  in  other  industries.  The 
economic  effect  of  the  migration  of  this 
one  industry  is  to  throw  2,000  additional 
men  into  the  pool  of  labor  to  obtain  the 
best  share  they  can  of  the  community  in¬ 
come,  and,  being  unable  to  obtain  a  suffi¬ 
cient  share,  they  will  suffer  further  eco¬ 
nomic  loss  through  the  possible  loss  of  the 
equities  they  have  built  up  in  their  homes. 
Many  of  them,  of  course,  may  find  re-em¬ 


ployment  upon  a  satisfactory  basis,  but 
the  fact  that  the  total  community  income 
must  now  be  spread  out  to  care  for  these 
2,000  additional  men  is  an  inescapable 
result. 

The  community  will  also  suffer  the  loss 
of  that  portion  of  income  formerly  pro¬ 
duced  by  the  industrial  plant  and  received 
through  the  general  channels  of  trade  in 
addition  to  the  amount  paid  to  labor  and 
for  taxes. 

Social  changes  will  be  concurrent  with 
those  of  economic  influence,  and  it  is  con¬ 
ceivably  possible  by  magnifying  the  case 
that  such  social  changes  might  easily  be 
productive  of  still  greater  economic  loss. 

The  community  receiving  the  industry 
will  be  likewise  thrown  out  of  balance,  al¬ 
though  possibly  in  a  different  direction. 
Two  thousand  men  must  be  obtained  to 
perform  the  industrial  operation.  Some 
will  be  obtained  from  nearby  communities, 
and,  therefore,  additional  demand  for 
housing  facilities  must  be  met.  Others 
will  be  obtained  from  various  other  occu¬ 
pations,  and,  in  the  absence  of  an  avail¬ 
able  pool  of  labor,  unemployed  and  suffi¬ 
ciently  skilled  in  the  necessary  operation, 
the  new  industry  will  produce  a  labor 
shortage  throughout  the  community.  The 
degree  and  effect  of  such  shortage  may  be 
reflected  in  the  wage  scale,  in  the  cost  of 
production,  and  finally  in  the  cost  of  liv¬ 
ing.  Such  an  analysis  could  be  continued 
to  the  point  where  it  would  be  difficult  for 
us  to  return  from  the  many  tangents  upon 
which  we  would  be  led.  Surely  our  pre¬ 
vious  summary  is  sufficient  to  emphasize 
the  importance  of  balance  and  its  concrete 
application  in  a  most  practical  way. 

In  our  consideration  of  balance,  we  are 
inclined  to  overemphasize  the  importance 
of  balance  with  respect  to  residential, 
commercial,  and  industrial  properties  and 
to  underestimate  the  importance  of  other 
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properties  in  the  nature  of  recreational, 
religious,  educational,  and  civic  proper¬ 
ties,  public  utilities,  and  quasi-public  build¬ 
ings.  As  the  functions  of  these  properties 
do  not  ordinarily  demand  our  everyday 
attention,  we  are  inclined  to  ascribe  to 
them  considerably  less  significance  than 
we  do  to  those  properties  that  are  more 
directly  associated  with  our  economic  pur¬ 
suits.  We  should  understand,  however, 
that  the  reasonable  balance  of  properties 
within  any  community  may  be  just  as 
easily  and  just  as  effectively  thrown  out 
of  adjustment  by  a  deficiency  or  oversup¬ 
ply  occurring  in  the  latter  type  of  prop¬ 
erties  as  in  the  former. 

Economic  Background  of  Communities 

The  economic  background  of  our  com¬ 
munity  is  dependent  upon  an  adequacy 
of  transportation  facilities,  including 
freight  and  passenger  railroad  and  bus 
terminals  and  airports,  also  educational 
and  religious  facilities,  orphanages,  ceme¬ 
teries,  hospitals,  and  other  similar  factors, 
which,  of  course,  include  all  types  of  rec¬ 
reational  facilities  such  as  theatres,  parks, 
golf  courses,  tennis  courts,  baseball  dia¬ 
monds,  football  gridirons,  etc. 

Let  any  one  of  these  categories  become 
deficient  or  excessive,  and  balance  is  de¬ 
stroyed  to  the  extent  of  such  scarcity  or 
surplus;  if  this  condition  should  endure 
for  long,  it  will  spread  to  other  categories, 
making  adjustment  more  difficult  with 
each  successive  step.  The  disruption  of 
balance,  resulting  in  an  oversupply,  may 
be  caused  by  the  lack  of  enterprise  or  from 
retrenchment  motivated  by  fear,  while  an 
equilibrium  destroyed  by  a  demand  in  ex¬ 
cess  of  supply  may  result  from  the  normal 
progress  of  business  or  from  unwarranted 
optimism  and  the  lure  of  greater  gains. 

Uneconomic  speculation,  our  greatest 
enemy,  is  responsible  for  disturbing  bal¬ 


ance  in  both  directions.  It  creates  a  super¬ 
ficial  demand,  a  large  portion  of  which  is 
attempted  to  be  met,  and  when  this  has 
run  its  course,  there  remains  an  oversup¬ 
ply  that  will  normally  require  a  long  pe¬ 
riod  to  absorb — which  is  always  produc¬ 
tive  of  definite  economic  loss. 

If  we  are  ever  to  increase  the  attrac¬ 
tiveness  of  real  estate  as  an  investment, 
it  is  imperative  that  we  recognize  the  full 
force  of  the  principle  of  balance  and  make 
every  possible  effort  to  reduce  the  fluctu¬ 
ations  in  our  cycle  of  real  estate  prices 
which  result  from  unbalanced  conditions. 
Our  objective  should  surely  be  to  hold 
down  the  high  point  of  the  cycle  and  hold 
up  the  low  point  of  the  cycle  in  order  that 
the  cycle  itself  will  represent  the  smallest 
possible  radius  from  its  focal  point,  which 
is  on  the  normal  line  between  such  fluc¬ 
tuations. 

We  should  encourage  buying  and  selling 
of  real  estate  upon  this  normal  trend  line 
rather  than  at  the  top  of  the  hill  or  the 
bottom  of  the  valley.  If  we  encourage 
speculative  gains  by  recommending  an  in¬ 
vestment  policy,  the  results  of  which  are 
dependent  upon  the  investor  buying  at  the 
bottom  of  the  cycle  and  selling  at  the  top 
of  the  cycle,  we  shall  be  increasing  and 
not  decreasing  these  fluctuations. 

We  should  likewise  remember  that  it  is 
impossible  for  an  investor  to  sell  at  the 
top  of  the  cycle  without  a  buyer  to  suffer 
a  loss  compensating  his  gain.  Our  purpose 
is  undeniably  to  sell  real  estate  as  an  in¬ 
vestment  commodity  for  the  income  that 
it  will  yield  and  not  as  a  speculative  com¬ 
modity  which  will  destroy  the  stability 
and  value  that  might  otherwise  be  received 
from  the  flow  of  incomes  obtainable  from 
the  true  function  of  real  estate. 

We  can  reduce  these  detrimental  price 
fluctuations  by  adhering  to  the  principle 
of  balance  and  by  consistently  discourag- 
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ing  acknowledged  detrimental  speculation. 
History  furnishes  sufficient  examples  to 
convince  us  of  our  duty  and  responsibility, 
both  from  the  social  and  economic  aspects, 
to  maintain  as  nearly  as  possible  that  de¬ 
gree  of  balance  in  utility  which  will  pro¬ 
duce  the  greatest  economy  of  land.  Any 
deviation  from  this  principle  will  produce 
economic  loss  despite  anticipations  that 
fail  to  recognize  economic  limitations. 

An  analysis  of  the  economic  structure 
of  a  community  will  furnish  the  Realtor 
with  a  better  understanding  of  the  causes 
of  success  or  failure  in  various  individual 
enterprises.  It  will  give  him  concrete  rea¬ 
sons  for  housing  demands.  It  will  explain 
current  rent  levels  and  their  fluctuations. 
It  will  give  him  some  of  the  reasons 
for  the  complexity  of  living  standards 
throughout  the  community,  and,  above  all, 
it  will  furnish  a  fund  of  information  for 
the  improvement  of  one  of  the  Realtor’s 
greatest  assets,  his  judgment. 

It  is  not  recommended  that  the  Realtor 
should  compile  a  detailed  economic  survey 
of  his  community  for,  after  all,  he  is  by 
nature  a  Realtor  and  not  an  economist  or 
a  statistician.  He  will  find  practically  all 
of  the  facts  needed  for  his  consideration 
of  this  subject  already  compiled  in  a  more 
logical  order  than  his  own  attempts  would 
produce.  He  cannot,  however,  avoid  the 
responsibility  imposed  in  analyzing  such 
data.  It  is  in  the  analysis  that  the  quality 
of  one’s  judgment  is  tested. 

Two  men  supplied  with  the  same  data 
may  reach  contrary  conclusions  as  the  re¬ 
sult  of  their  respective  viewpoints  in  the 
interpretation  of  such  information.  No 
formula  can  be  supplied  for  the  exercise 
of  good  judgment  in  this  matter,  but  one 
suggestion  may  be  of  material  assistance. 
Prejudiced,  biased,  or  presupposed  impres¬ 
sions,  founded  upon  sentiment  or  imagi¬ 
nation,  must  give  way  to  impartial  consid¬ 


erations  if  good  judgment  is  to  be  worthy 
of  its  name.  To  approach  such  an  analy¬ 
sis  under  the  influence  of  “the  dear  old 
home  town  spirit’’  is  to  start  nowhere  and 
get  nowhere.  We  must  give  the  devil  his 
due  and  let  the  chips  fall  where  they  may. 

What  the  Realtor  is  interested  in  know¬ 
ing  is  the  measure  of  stability  in  the 
growth  trend  of  his  community  as  reflected 
in  its  economic  background,  and  this  may 
be  reasonably  determined  through  careful 
consideration  of  a  few  rather  generalized 
indices  such  as  the  following: 

General  Industry,  including 

Manufacturing,  assembling,  fabricating,  and 
refining. 

Extractive  Industry,  including 

Mining,  lumbering,  fishing,  and  the  exploita¬ 
tion  of  other  natural  resources. 

Community  Specialty,  including 

Tourist  resorts,  educational  centers,  and  po¬ 
litical  capitals. 

Miscellaneous  Trade,  including 
Finance  and  transportation. 

The  number  of  wage  earners  in  each  of 
these  four  categories,  except  any  category 
whose  influence  is  insignificant,  should  be 
determined.  The  number  of  wage  earners 
in  the  last  category,  namely.  Miscellaneous 
Trade,  is  quite  difficult  of  direct  determi¬ 
nation  and  may  be  secured  by  deducting 
the  sum  of  the  first  three  from  the  total 
number  of  persons  gainfully  occupied. 

Estimates  should  be  made  of  the  future 
trend  of  employment  in  each  of  these 
fields.  Consideration  should  be  given  to 
prevailing  wage  scales  and  trends,  and  es¬ 
pecially  should  we  consider  the  degree  of 
diversification  of  employment  opportuni¬ 
ties  and  see  what  conclusions  seem  most 
logical  from  an  analysis  of  the  one  or  two 
industries  employing  the  greatest  number 
of  people. 

The  meat  packing  industry  employs 
more  wage  earners  than  does  any  other 
industry  in  Chicago  and  also  in  Kansas 
City,  but  in  Chicago  the  number  employed 
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in  this  industry  represents  only  6.3  per 
cent  of  the  total  of  all  wage  earners, 
whereas  in  Kansas  City,  Kansas,  it  repre¬ 
sents  52.4  per  cent. 

Over  one-half  of  Detroit’s  125,000  wage 
earners  are  in  the  motor  vehicle  and  body 
industrj^;  whereas,  in  Philadelphia  the 
greatest  employment  is  found  in  the  knit 
goods  industry,  which  uses  only  10  per 
cent  of  the  167,000  wage  earners  of  that 
city. 

The  influence  exerted  upon  the  economic 
background  of  a  community  by  the  indus¬ 
try  employing  the  greatest  number  of  its 
total  wage  earners  is,  therefore,  one  thing 
in  Detroit  and  quite  a  different  thing  in 
Philadelphia. 

We  have  observed  that  52  per  cent  of 
the  wage  earners  of  Kansas  City,  Kansas, 
are  employed  in  the  meat  packing  indus¬ 
try.  If  we  consider  Kansas  City,  Kansas, 
and  Kansas  City,  Missouri,  as  one  metro¬ 
politan  district,  then  this  ratio  will  drop 
to  about  18  per  cent.  It  is  quite  proper 
that  the  metropolitan  district  should  be 
used  as  a  basis  for  such  analysis. 

The  degree  of  fluctuation  in  the  number 
of  wage  earners  in  a  community  is  one 
guide  to  its  relative  stability  of  income 
and  may  be  measured  by  the  ratio  of  the 
minimum  to  the  maximum  employment. 

Pittsburgh,  Detroit,  and  Birmingham 
show  minimum  employment  of  less  than 
half  that  of  maximum  employment ; 
whereas,  the  United  States’  average  is  68.5 
per  cent. 

The  economic  structure  of  a  community 
comprises  its  wealth  in  all  forms.  Wealth 
consists  of  material  objects,  owned  by  hu¬ 
man  beings,  and  ownership  of  such  mate¬ 
rial  objects  implies  utility.  The  usefulness 
of  wealth  and  the  benefits  derived  from  it 
constitute  its  fundamental  attribute.  Since 
past  benefits  are  expired,  the  wealth  upon 
which  property  rights  are  based  consists 


only  of  rights  to  future  benefits.  It  fol¬ 
lows,  then,  that  the  economic  structure  of 
a  community  consists  of  the  future  bene¬ 
fits  of  the  wealth  upon  which  property 
rights  are  based. 

We  are  perfectly  familiar  with  these 
terms  as  applied  to  real  estate  and  its  in¬ 
come.  To  understand  our  community’s 
economic  structure,  we  need  only  extend 
our  viewpoint  to  encompass  all  forms  of 
wealth  in  the  community,  as  they  are  all 
subject  to  the  same  application.  In  the 
case  of  labor,  for  example,  the  wealth 
upon  which  the  property  right  is  based  is 
the  workman,  and  the  benefit  of  that 
wealth  is  his  work.  In  the  case  of  the  de¬ 
partment  store,  the  wealth  upon  which  the 
property  right  is  based  is  the  stock  of  mer¬ 
chandise,  and  the  benefit  of  that  wealth  is 
measured  in  profits  occurring  in  its  turn¬ 
over. 

It  will  clear  our  perspective  consider¬ 
ably  if  we  examine  our  economic  structure 
in  the  light  of  the  measure  of  future  bene¬ 
fits  which  might  reasonably  be  expected 
to  accrue  from  the  wealth  upon  which  all 
property  rights  are  based.  This  requires 
no  arduous  compilation  of  statistical  data 
nor  detailed  tabulation  of  predicted  future 
benefits  from  a  thousand  and  one  ways  of 
utilizing  capital  and  labor.  It  simply  re¬ 
minds  us  that  the  same  principles  which 
we  consider  fundamental  in  the  valuation 
of  real  property  must  not  be  forgotten  in 
our  estimate  of  the  economic  background 
of  the  community. 

The  stores,  factories,  mines,  schools, 
street  improvements,  homes,  playgrounds, 
and  other  properties,  including  the  per¬ 
sonal  abilities  of  the  inhabitants,  should 
all  be  considered  as  contributing  to  the 
economic  background  in  the  degree  that 
they  are  productive  of  future  benefits. 

The  economic  background  will  be  im¬ 
proved  as  future  benefits  are  enlarged  by 
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improved  housing  conditions,  better  utili¬ 
ties,  greater  stability  in  the  payrolls  of 
labor,  greater  assurance  of  the  perma¬ 
nency  of  occupation,  better  educational 
opportunities,  improved  trade  relation¬ 
ships,  and  such  factors. 

The  economic  background  will  suffer  as 
future  benefits  are  diminished  through 
neglect  of  properties,  labor  difficulties, 
growth  of  slums  and  blighted  areas,  ex¬ 
haustion  of  natural  resources,  and  insta¬ 
bility  of  payrolls  and  employment  oppor¬ 
tunities,  and  it  will  suffer  heavily  from 
the  disruption  of  balance  resulting  from 
uneconomic  speculation. 

Sum  MARY 

A  summary  of  the  principal  factors  af¬ 
fecting  the  economic  structure  of  a  com¬ 
munity  would,  therefore,  include  the  em¬ 
ployment  opportunities  available  to  all 
classes,  the  adequacy  of  physical  proper¬ 
ties,  especially  housing  facilities,  the 
diversification  of  industry,  the  distribution 
of  total  community  income,  the  extent  of 
natural  resources,  the  cost  of  living,  the 
cost  of  government,  the  social  standard, 
and  the  abilities  of  the  people. 

Deficiencies  found  in  the  analysis  of  the 
economic  structure  should  be  of  particular 
interest,  for  they  are  frequently  indicative 
of  those  fields  in  which  the  Realtor  will  find 
the  best  reward  for  his  constructive 
efforts. 

The  importance  of  the  Realtor  in  the 
economic  life  of  a  community  is  astound¬ 
ing.  His  work  and  his  opportunities  are 


seldom  fully  understood  by  himself  or  his 
community.  The  influence  of  his  opera¬ 
tions  permeates  every  phase  of  economic 
life.  He  develops  raw  lands  into  home 
sites,  provides  the  homes,  promotes  com¬ 
mercial  and  industrial  properties,  trans¬ 
portation  facilities,  recreational  and  edu¬ 
cational  facilities,  hospitals,  and  or¬ 
phanages. 

He  promotes  the  exploitation  of  natural 
resources  in  the  mines  and  forests.  He 
builds  or  promotes  streets,  bridges,  bridle¬ 
paths,  parks,  multi-family  dwellings,  ho¬ 
tels,  and  every  type  of  physical  property; 
nor  does  he  stop  at  this.  He  is  constantly 
converting  these  things  into  cash  capital 
or  exchanging  them  for  other  properties 
or  converting  cash  capital  into  any  of 
these  types.  By  this  function  he  keeps  all 
of  these  physical  properties  in  the  owner¬ 
ship  of  those  who  can  best  utilize  them. 
His  influence  is  felt  in  the  home,  in  the 
office,  in  the  factory,  in  the  mine,  and  the 
forest;  it  is  nowhere  escapable,  and  still 
through  all  of  this  he  sometimes  ponders 
over  the  results  of  creative  salesmanship 
justifying  the  effort. 

The  economic  structure  of  a  community 
is  constantly  undergoing  change.  These 
changes  are  frequently  representative  of 
new  property  requirements  that  had  no 
previous  significance.  Every  such  change 
is  an  opportunity  for  creative  selling  and 
constructive  management.  We  need  only 
to  approximate  the  opportunities  that 
have  passed  to  understand  the  force  and 
significance  of  those  to  come. 
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Rosahn,  Beatrice  Greenfield  and  Goldfeld,  Abra¬ 
ham.  HOUSING  MANAGEMENT,  PRINCI¬ 
PLES  &  PRACTICES.  Nezv  York,  Covici-Fricde, 
1937.  414  pp.  $4.00. 

A  reading  of  over  400  pages  devoted  entirely 
to  the  management  of  housing  leaves  little  doubt 
in  the  reader’s  mind  that  housing  management, 
particularly  public  housing  management,  has  ar¬ 
rived  at  majority  and  is  entitled  by  its  successful 
administration  to  recognition  as  a  profession. 

The  authors  of  this  tome  are  well  known  among 
the  “Housers” — Beatrice  Greenfield  Rosahn  is 
Secretary  of  the  American  Society  of  Women 
Housing  Managers,  and  Mr.  Goldfeld  is  the  suc¬ 
cessful  manager  of  the  Lavanburg  Homes  in  New 
York  City.  Mr.  Goldfe’d  was  also  a  member  of 
the  staff  of  the  National  Association  of  Housing 
Officials’  Management  Training  Course  conducted 
last  year  to  train  future  managers  of  the  PWA 
Housing  Division  Projects. 

This  volume  is,  I  believe,  the  premier  appear¬ 
ance  of  a  work  on  the  subject  of  housing  man- 
agrement  and  may,  therefore,  to  many  readers 
possessed  of  years  of  practice  in  the  field  of 
building  management,  appear  to  be  too  detailed 
in  what  might  be  considered  obvious  operating 
facts.  It  should  be  remembered  that  many  of  the 
probable  readers  will  not  have  the  benefit  of  a 
similar  background.  Perhaps  for  that  reason  the 
title  should  have  been  reversed  to  read  “Principles 
and  Practices  of  Housing  Management,”  for  it  is 
not  a  technical  handbook  but  rather  a  summation 
of  opinions  and  experiences  gathered  in  the  field 
from  existing  large-scale  developments. 

It  is  to  be  remembered  that  housing  has  been 
labeled  the  vehicle  for  the  accomplishment  of  a 
great  many  socially  desirable  objectives.  Any 
treatise  on  management  of  housing,  particularly 
public  housing,  therefore,  reflects  the  means  of 
accomplishing  these  ends. 

However,  there  is  as  yet  so  little  experience  in 
the  field  that  the  principles  and  practices  which 
are  given  in  this  volume  are  numerous. 

No  doubt  for  this  reason  the  “public  housing” 
and  “low  rent”  hypothesis  is  stressed  throughout 
the  book.  There  is  an  unwarranted  assumption 
that  the  major  housing  enterprises  of  the  future 
are  to  be  government  subsidized  or  public  owned. 
I  do  not  share  this  apparent  conviction  of  the 
authors  and,  therefore,  feel  that  it  is  overstressed. 

The  overtone  which  implies  that  private  opera¬ 
tions  do  not  recognize  or  are  not  aware  of  the 
“social”  angles  of  housing  and  tenant  relations  is 
a  common  error.  Private  operators  of  any  prop¬ 
erty  have  tenant  relations  which  in  themselves 
are  a  “social”  education  and  tend  to  make  good 
sociologists  of  landlords.  Need  I  call  attention  to 


the  social,  not  to  mention  the  financial  contribu¬ 
tion,  which  landlords  have  and  continue  to  make  to 
the  local  relief  problems.  I  have  a  feeling  that  a 
good  “business”  job  of  management  will  turn  out 
to  be  good  housing  management.  The  social 
objectives  will  be  accomplished  automatically  if 
the  original  conceptions  are  sound. 

Management  is  the  means  of  accomplishing 
objectives.  If  the  objectives  of  a  given  project  are 
defined,  their  good  business  administration  can 
accomplish  it  without  the  fanfare  of  doing  a 
“social”  job.  Perhaps  the  fault  is  that  the  cur¬ 
rent  public  housing  projects  are  without  stated 
objectives  except  the  vague  generality  of  “provid¬ 
ing  families  who  lack  sufficient  income,  without 
the  benefit  of  financial  assistance,  to  enable  them 
to  live  in  decent,  safe,  and  sanitary  dwellings.” 

The  “hardboiled”  operator  will  find  the  chapter 
on  “Maintenance.”  by  George  D.  Chadeayne,  much 
to  his  liking.  He  will  also  find  many  an  idea 
in  the  chapters  which  give  a  detailed  survey  of  the 
operation  and  policies  of  nine  different  housing 
operations  in  various  sections  of  the  country.  In 
these  chapters  I  am  inclined  to  believe  that  the 
person  of  some  managerial  experience  will  gain 
more  by  digesting  this  volume  than  the  novice 
who  expects  to  qualify  as  a  manager. 

There  are  excellent  and  detailed  reproductions 
of  forms  and  procedures  tried  and  tested  by 
various  organizations.  This  is  an  excellent  enum¬ 
eration  of  source  material — a  helpful  and  most 
complete  bibliography  for  those  who  would  delve 
into  any  specific  phase  of  the  problem. 

You,  who  consider  yourselves  managers,  could 
do  well  to  read  this  book.  New  fields  to  conquer 
may  be  revealed  to  you — you  will  learn  much  from 
an  analysis  of  the  experience  of  others  so  accur¬ 
ately  reported. 

You,  who  read  expecting  to  become  full-fledged 
managers  by  act  of  digestion,  will  become  aware 
of  the  extent  of  your  ignorance  and  profit  by 
recognizing  the  need  of  practical  work-a-day 
experience. 

You,  who  want  to  see  public  housing  an  active 
“social”  agency  and  still  be  “low  cost,”  may  well 
read  to  learn  that  good  administration  is  the 
prime  essential  to  success.  A  successful  operating 
unit  is  a  positive  and  necessary  factor  to  achieve 
a  “socially”  successful  project. 

And  all  may  read  and  learn  that  housing  man¬ 
agement  is  a  man-sized,  full-time  job,  which  de¬ 
mands  the  best.  Perhaps  it  would  not  be  amiss 
to  conclude  that  the  first  principle  of  housing 
management  to  practice  would  be  to  attract  to 
this  work  personnel  possessed  of  a  professional 
attitude,  combined  with  technical  skill  and  admin¬ 
istrative  ability  —  not  to  mention  a  sense  of 
humor. 

Chicago,  Illinois.  Arthur  Bohxex. 


New  Articles 


“Air  Conditioning.  The  Several  Functions  of 
Winter  and  Summer  Air  Conditioning  and  the 
Different  Systems  Available  to  the  Realtor- 
Builder.” 

The  most  important  development  in  the  field 
of  shelter  in  recent  years  is  the  fast  strides  made 
in  the  development  of  temperature  control.  Prop¬ 
erty  managers  with  office  space  under  their  su¬ 
pervision  have  been  faced  with  the  competition 
of  air  conditioned  space  for  several  years.  Re¬ 
cent  developments  are  extending  this  comfort  to 
the  single-family  home.  Here  is  a  right-up-to- 
the-minute  summary  of  successful  systems  and 
the  equipment  needed.  National  Real  Estate  Jour¬ 
nal.  April,  1937,  p.  45-47.  $0.70. 

tf  If  tf 

“Legal  Safety  in  Dealing  with  Crimes  and  Dis¬ 
turbances,”  by  Lawrence  R.  Bloomenthal. 

Another  one  of  the  many  things  which  a  prop¬ 
erty  manager  should  know  is  just  how  far  he  can 
go  without  involving  himself  in  serious  legal  dif¬ 
ficulties.  Accidents  and  crimes  occur  without 
warning.  These  emergencies  must  be  met  in  a 
manner  which  will  assure  comfort  and  security 
to  the  tenant  and  protection  for  the  landlord. 
"Wrongful  arrest”  and  “false  imprisonment”  are 
only  two  of  the  evils  which  may  descend  on  the 
landlord’s  head.  A  Chicago  attorney  points  out 
these  responsibilities  and  limitations.  Buildings 
and  Building  Management.  April,  1937,  p.  45-46. 
$0.45. 

♦  *  ♦ 

“Here’s  a  Windowless  Building”  and  “No  Win¬ 
dows — But  Very  Comfortable,”  by  Robert  E. 
Hattis. 

For  some  time  architects  and  builders  have 
been  studying  the  possibility  of  doing  away  with 
windows.  Windows  were  placed  in  structures  for 
two  reasons — ventilation  and  light.  Advances  in 
the  science  of  lighting  now  provide  us  with  better 
and  more  uniform  lighting  by  means  of  artificial 
illumination.  Air  conditioning  has  solved  the 
ventilation  problem  in  a  more  satisfactory  man¬ 
ner.  Windows  also  furnish  such  nuisances  as 
noise,  dirt,  and  odors.  So  why  windows?  The 
National  Aluminate  Corporation  has  recently 
completed  a  windowless  plant  in  the  Clearing  In¬ 
dustrial  District.  These  two  articles  describe  the 
unique  features  of  this  building.  Real  Estate. 
April  3,  1937,  p.  9;  April  10,  1937,  p.  7-8.  $0.30  each. 


“Servicing  a  Shops  Building,”  by  H.  A.  Winters. 

Here  is  an  article  on  a  nineteen-story  building 
located  in  the  retail  shopping  district  of  Chica¬ 
go’s  Loop  devoted  entirely  to  small  shops.  The  old 
thought  that  you  cannot  get  shoppers  to  trade 
above  the  first  floor  has  been  successfully  van¬ 
quished  in  the  operation  of  this  building.  The 
methods  employed  by  the  management  to  bring 
traffic  into  the  building  as  well  as  the  skillful 
conversion  of  unsalable  space  into  “its  highest 
and  best  use”  are  described  in  this  article.  Sky¬ 
scraper  Management.  April,  1937,  p.  6-7.  $0.45. 

if  * 

“Operating  Manual  for  Apartment  House  Su¬ 
perintendents,”  by  Bernard  T.  Jones. 

Mr.  Jones  is  the  Real  Estate  Manager  of  the 
Fidelity  Union  Title  and  Mortgage  Guaranty 
Company  of  Newark,  New  Jersey.  “These  in¬ 
structions  serve  as  a  guide  to  all  employees  en¬ 
gaged  in  the  operation  and  maintenance  of  the 
112  apartment  buildings  controlled  by  this  organ¬ 
ization.  The  items  are  listed  in  alphabetical  or¬ 
der.”  Real  Estate  Record.  April  17,  1937,  p.  21-27. 
$0.45. 

if  If  if 

“Formula  for  a  Successful  Magazine  for  Ten¬ 
ants,”  by  George  Martin. 

For  two  and  one-half  years  the  Rockefeller 
Center  Weekly  has  been  appearing  regularly  to 
about  20,000  tenants  in  Rockefeller  Center’s 
group  of  buildingrs.  How  it  is  financed  and  what 
it  does  for  the  development  of  Rockefeller  Center 
are  presented  in  this  article,  illustrated  with 
pages  from  the  magazine.  Real  Estate  Record, 
April  17,  1937,  p.  30-31.  $0.45. 

*  if  * 

“Why  Separate  Ownership  From  Control?”  by 
Irving  H.  Flamm. 

For  several  years  the  reorganization  of  de¬ 
faulted  bond  issues  has  been  at  a  standstill. 
“Now  with  an  aroused  public  opinion  at  their 
heels,  committees  and  trustees,  whipped  up  by 
the  courts,  are  speeding  up  the  judicial  machin¬ 
ery.”  Each  month  sees  some  definite  progress. 
In  many  of  these  reorganization  plans,  there  is  a 
growing  trend  of  separating  ownership  from  con¬ 
trol  through  the  creation  of  trusts.  Is  such  a 
separation  necessary  or  wise  for  real  estate  ? 
The  Economist,  April  3,  1937,  p.  3-4.  $035. 


89 


By-Laws 


The  Institute  of  Real  Estate  Management 


ARTICLE  I 


Objects 

Section  1.  The  objects  of  the  Institute  shall  be: 

a.  The  establishment  of  a  Code  of  Ethics  and 
Standards  of  Practice. 

b.  The  identification  and  registration  of  respon¬ 
sible  and  competent  managers  and  manage¬ 
ment  agencies  of  real  estate. 

c.  The  establishment  of  coordinated  standards 
and  units  for  the  scientific  recording  of  ex¬ 
perience  in  the  management  of  real  estate. 

d.  The  exchange  of  management  experience. 

e.  In  general,  the  fostering  of  knowledge,  integ¬ 
rity,  and  efficiency  in  the  management  of  real 
estate. 


ARTICLE  II 
Membership 

Section  1.  Membership  in  this  Institute  shall  be 
open  to  any  individual,  partnership,  trust,  or  cor¬ 
poration  who: 

a.  Is  actively  and  reputably  engaged  in  the  busi¬ 
ness  of  real  estate  management. 

b.  Subscribes  to  the  By-Laws,  Code  of  Ethics, 
and  Standards  of  Practice  established  by  this 
Institute. 

c.  Segregates  clients’  funds  in  separate  bank  or 
trust  account  or  accounts  which  shall  at  all 
times  cover  in  full  all  money  due  clients. 

d.  Maintains  a  satisfactory  Fidelity  bond  on  all 
employees  engaged  in  accounting  for  or  hand¬ 
ling  of  funds. 

e.  Does  not  receive  or  accept  any  commission, 
rebate,  discount,  or  benefit  in  connection  with 
the  management  of  property  except  with  the 
full  knowledge  of  his  or  its  clients. 

f.  Files  a  formal  application  on  the  official  ap¬ 
plication  form  furnished  by  the  Institute,  giv¬ 
ing  all  of  the  detailed  information  and  data 
therein  requested  and  signing  an  irrevocable 
waiver  of  claim  against  this  Institute  or  any 
of  its  officers,  committee  members,  or  other 
officials  as  individuals,  or  as  a  group,  for  any 


official  act  in  connection  with  the  business  of 
this  Institute  and  particularly  as  to  its  or 
their  acts  in  electing  or  failing  to  elect,  or 
disciplining  him  or  it  as  a  member. 

g.  Holds  and  maintains  active  membership  in  a 
Member  Board  of  the  National  Association  of 
Real  Estate  Boards.  This  provision  shall  not 
apply  in  cases  where  the  candidate’s  office 
and  principal  business  activities  are  in  a  ter¬ 
ritory  that  is  not  included  within  the  jurisdic¬ 
tion  of  a  Member  Board  of  the  National  Asso¬ 
ciation  of  Real  Estate  Boards. 

h.  Who  upon  application  for  admission  presents 
a  sworn  statement  that  he  or  it  will  within 
thirty  days  after  election  to  membership  com¬ 
ply  fully  with  the  above  requii'ements. 

Section  2.  All  members  shall  be  admitted  to  this 
Institute  only  by  ballot  with  not  less  than  eighty 
per  cent  of  the  entire  Governing  Council  voting. 
Three  negative  ballots  shall  exclude. 

Section  3.  Whenever  an  applicant  seeks  admis 
sion  to  this  Institute,  the  Secretary  shall  send  to 
all  members  a  confidential  digest  of  the  candidate’s 
qualifications  and  shall  set  a  time  limit  for  reply. 
It  shall  be  the  duty  and  obligation  of  each  member 
to  reply  to  such  notices  and  to  advise  the  Admis¬ 
sions  Committee  of  any  favorable  or  unfavorable 
facts  known  to  the  member  regarding  the  candi 
date. 

Section  4.  The  Institute  shall  exercise  effective 
disciplinary  powers  over  its  entire  membership,  in 
eluding  expulsion  for  cause.  The  affirmative  votes 
of  at  least  eighty  per  cent  of  the  members  of  the 
Governing  Council  present  at  the  time  of  balloting 
shall  be  required  to  discipline  a  member,  and  a 
minimum  vote  of  two-thirds  of  the  entire  Council 
shall  be  necessary  for  expulsion. 


ARTICLE  III 
Membership  Certificates 

Section  1.  Each  member  shall  receive  a  certifi 
cate  of  membership  issued  by  the  Governing  Coun 
cil  of  the  Institute. 

Section  2.  The  certificate  of  membership,  as 
well  as  any  other  evidence  of  membership  issued 
at  any  time  to  a  member,  shall  be  the  permanent 
property  of  the  Institute  and  shall  be  returned 
promptly  to  the  Secretary  of  the  Institute  if  th* 
membership  of  the  individual  or  firm  to  whom  it 
is  issued  is  for  any  reason  terminated. 
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ARTICLE  IV 


ARTICLE  VI 


Due* 

Section  1.  Subsequent  to  their  election,  mem¬ 
bers  shall  not  be  entitled  to  a  certificate  or  to  any 
other  benefits  until  the  dues  for  at  least  twelve 
months  have  been  received  by  the  Institute.  Fail¬ 
ure  to  make  such  payment  within  ninety  days  of 
notice  of  election  shall  void  the  election  to  mem¬ 
bership. 


Section  2.  Subsequent  dues  shall  become  pay¬ 
able  quarterly  in  advance,  provided,  however,  that 
dues  for  the  fifth  quarter  from  date  of  admission 
shall  be  prorated  so  as  to  make  the  due  date  fall 
January  1,  April  1,  July  1,  and  October  1. 

Section  3.  The  annual  dues  shall  be  five  cents 
per  rental  unit  managed  as  of  January  first  of 
each  year,  provided,  however,  that  the  membership 
dues  for  the  year  1934  shall  be  $25.00.  Thereafter, 
the  annual  membership  dues  shall  in  no  case  be 
less  than  $25.00  nor  more  than  $100.00.  All  candi¬ 
dates  becoming  members  before  January  1,  1935, 
shall  be  designated  as  Charter  Members,  and  such 
designation  shall  appear  on  their  certificates  of 
membership. 

Section  4.  Five  dollars  of  the  annual  member¬ 
ship  dues  is  for  annual  subscription  to  “The  Jour¬ 
nal  of  Real  Estate  Management.” 

Section  5.  Each  application  for  admission  shall 
be  accompanied  by  a  deposit  of  $25.00.  If  the  can¬ 
didate  is  admitted  to  membership,  this  amount 
shall  apply  in  full  on  his  first  year’s  membership 
dues.  If  for  any  reason  the  candidate  is  not  ad¬ 
mitted  to  membership,  the  full  $25.00  will  be  re¬ 
funded. 


ARTICLE  V 
Governing  Council 

Section  1.  There  shall  be  a  Governing  Council 
consisting  of  a  minimum  of  nine  and  a  maximum 
of  fifteen  members,  to  which  shall  be  added  one 
appointed  by  the  Board  of  Directors  of  the  Na¬ 
tional  Association  of  Real  Estate  Boards,  which 
Governing  Council  shall  control  and  manage  the 
affairs  of  the  Institute. 

Section  2.  One-third  of  the  elective  members  of 
the  Governing  Council  shall  be  elected  at  each 
annual  meeting  to  serve  for  a  term  of  three  years 
(except  that  at  the  first  annual  meeting  of  this 
Institute,  one-third  of  the  Governing  Council  shall 
be  elected  to  serve  for  a  term  of  one  year,  one- 
third  to  serve  for  a  term  of  two  years,  and  one- 
third  to  serve  for  a  term  of  three  years). 


Nominating  Committee 

Section  1.  The  President  of  this  Institute,  by 
and  with  the  consent  of  the  Governing  Council, 
shall  appoint  a  Nominating  Committee  consisting 
of  five  members,  at  least  thirty  days  in  advance  of 
the  annual  meeting. 


Section  2.  It  shall  be  the  duty  of  this  Nominat¬ 
ing  Committee  to  nominate  at  least  one  person  for 
each  vacancy  in  the  Governing  Council,  which 
nominations  shall  be  reported  by  mail  to  all  mem¬ 
bers  at  least  two  weeks  prior  to  the  annual  meet¬ 
ing.  Additional  nominations  may  be  made  by  a 
petition  signed  by  at  least  five  members  in  good 
standing,  providing  such  nominations  shall  be  in 
the  hands  of  the  Secretary  at  least  five  days  prior 
to  the  annual  meeting. 

Section  3.  The  report  of  the  Nominating  Com¬ 
mittee  and  any  additional  nominations  shall  be 
read  at  the  first  session  of  the  Annual  Meeting  for 
the  information  of  the  members. 


ARTICLE  VII 

Election  of  the  Governing  Council 

Section  1.  The  annual  election  of  one-third  of 
the  elective  members  of  the  Governing  Council 
shall  take  place  at  the  second  session  of  the  An¬ 
nual  Meeting. 

Section  2.  Election  shall  be  by  ballot,  and  every 
member  in  good  standing  present  shall  be  entitled 
to  one  vote. 

Section  3.  The  Chairman  shall  appoint  three 
tellers  who  shall  make  a  tabulation  of  the  ballots 
and  report  to  the  meeting  the  result  of  the  votes 
cast.  The  members  receiving  the  highest  number 
of  votes  for  the  Governing  Council  shall  be  de¬ 
clared  elected,  and  the  tellers  will  so  certify  in 
writing  to  the  Secretary  of  the  Institute,  giving 
the  number  of  ballots  cast  for  each  nominee.  Any 
tie  votes  shall  be  decided  by  a  majority  vote  of  the 
members  of  the  Governing  Council,  that  is,  the 
newly  elected  members  and  those  continuing  in 
office. 


Section  4.  The  Governing  Council,  by  majority 
vote,  shall  elect  members  to  fill  any  vacancy  oc¬ 
curring  between  annual  meetings,  and  each  person 
so  elected  shall  hold  office  until  the  vacancy  is 
regularly  filled  at  the  next  Annual  Meeting. 


ARTICLE  VIII 
Officers 

Section  1.  The  Governing  Council  shall  elect 
from  among  its  own  number  a  President;  and  a 
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Vice  President  from  each  of  the  eight  (8)  regions 
created  by  the  Governing  Council  (subject  to  the 
right  of  the  Governing  Council  to  make  changes 
therein  at  any  time,  such  regions  are  hereby  desig¬ 
nated  with  boundaries  and  identification  coinci¬ 
dent  with  the  regions  already  created  by  the  Board 
of  Directors  of  the  National  Association  of  Real 
Estate  Boards).  These  officers  shall  also  be  re¬ 
spectively  President  and  Vice  Presidents  of  The 
Institute  of  Real  Estate  Management;  and  their 
duties  shall  be  such  as  usually  pertain  to  their 
respective  offices. 


The  Vice  Presidents  shall,  in  the  order  of  their 
nomination  for  the  then  current  tenure  of  office, 
perform  the  duties  of  the  President  in  the  event 
of  his  absence  or  disability.  They  shall  supervise 
the  work  of  the  Institute  in  their  respective  re¬ 
gions  and  act  as  the  representative  of  the  Presi¬ 
dent  in  such  matters  as  may  be  assigned  to  them. 


In  case  of  a  vacancy  in  the  office  of  any  Vice 
President,  it  shall  be  filled  by  the  Governing  Coun¬ 
cil  for  the  unexpired  term  from  the  region  in 
which  the  vacancy  occurs,  and  such  Vice  President 
shall  be  regarded  as  the  last  nominee  under  the 
provisions  of  the  second  paragraph  of  this  Section. 

Section  2.  The  President  shall,  by  virtue  of  his 
office,  become  a  member  of  the  Board  of  Directors 
of  the  National  Association  of  Real  Estate  Boards. 


Section  3.  The  Secretary  and  Treasurer  of  the 
National  Association  of  Real  Estate  Boards  shall 
be  the  Secretary  and  Treasurer  respectively  of 
The  Institute  of  Real  Estate  Management.  All 
funds  of  the  Institute,  including  any  special  funds 
contributed  to  it  by  its  members  or  others,  shall 
be  deposited  in  the  treasury  of  the  National  Asso¬ 
ciation  of  Real  Estate  Boards  by  the  Treasurer 
and  shall  be  seg^regated  for  the  sole  use  of  this  In¬ 
stitute.  The  Treasurer  shall  make  due  accounting 
to  the  Governing  Council  at  least  once  each  year. 


ARTICLE  IX 

Fiscal  and  Elective  Years 

Section  1.  The  fiscal  and  elective  years  of  The 
Institute  of  Real  Estate  Management  shall  con¬ 
form  to  those  of  the  National  Association  of  Real 
Estate  Boards. 


ARTICLE  X 
Standing  Committees 

Section  1.  The  Standing  Committees  shall  be 
as  follows:  Admissions  Committee,  Local  Chap¬ 
ters  Committee,  Membership  Committee,  Legisla¬ 


tive  Committee,  Experience  Exchange  Committee, 
Inspection  and  Ethics  Committee,  Publication 
Committee. 


Section  2.  Each  of  the  above  committees  shall 
consist  of  two  or  more  members  of  the  Institute, 
except  as  otherwise  herein  provided.  They  shall 
be  annually  appointed  by  the  President,  by  and 
with  the  consent  of  the  Governing  Council.  The 
duties  of  these  committees  shall  be  defined  by  the 
instructions  they  shall  from  time  to  time  receive 
from  the  President  or  the  Governing  Council. 


ARTICLE  XI 
Special  Committees 

Section  1.  Special  Committees  may  be  ap¬ 
pointed  by  the  President,  subject  to  the  approval 
of  the  Governing  Council,  to  perform  such  services 
as  may  be  assigned  to  them. 


ARTICLE  XII 

Resignations,  Suspensions,  Expulsions,  and 
Reinstatements 

Section  1.  All  resignations  of  members  shall  be 
made  to  the  Governing  Council  in  writing  and  may 
be  accepted  by  them  on  a  majority  vote  subject  to 
the  payment  of  all  outstanding  dues  and  obliga¬ 
tions  of  the  resigning  Member. 

Section  2.  Any  Member  may  be  suspended  or 
expelled  for  professional  misconduct  by  a  two- 
thirds  vote  of  the  Governing  Council. 


SEXrriON  3.  Any  Member  who  fails  to  pay  his 
dues  or  other  indebtedness  within  ninety  days 
after  the  same  becomes  due,  may  at  the  end  of 
such  time  be  suspended  by  a  majority  vote  of  the 
Governing  Council  and  shall  then  no  longer  be  in 
good  standing.  Immediately  upon  suspension,  all 
rights  and  benefits  of  membership  shall  terminate 
until  the  delinquency  is  satisfied.  If  any  indebted¬ 
ness  remains  unpaid  for  six  months  after  the  same 
becomes  due,  the  Member  shall  automatically  be 
dropped  from  the  rolls,  unless  the  time  of  payment 
shall  have  been  extended  by  the  Governing  Council. 


Section  4.  Any  Member  dropped  or  expelled 
from  membership  for  any  cause  shall  be  reinstated 
to  good  standing  only  by  a  three-fourths  vote  of 
the  entire  Governing  Council,  and  then  only  upon 
written  application  by  the  candidate  for  reinstate¬ 
ment  approved  by  the  Admissions  Committee. 


Section  5.  Any  Member  who  resigns,  is  sus¬ 
pended,  or  is  dropped  from  the  roll  of  membership 
shall  immediately  return  his  Certificate,  his  Em¬ 
blem,  or  any  other  mark  of  identity  as  a  Member 
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of  The  Institute  of  Real  Estate  Management.  Upon 
failure  to  return  these  evidences  of  membership 
upon  demand  by  the  Governing  Council,  the  Presi¬ 
dent  or  Governing  Council  may  cause  notice  of 
such  expulsion  to  be  given  publicity  through  paid 
advertising  or  news  items  in  the  papers  local  to 
the  Member’s  business  address  and  also  cause  to 
1^  brought  any  legal  action  necessary  to  acquire 
these  marks  of  identification  which  are  the  prop¬ 
erty  of  the  Institute. 


ARTICLE  Xlll 

Local  Chapters 

Section  1.  For  the  purpose  of  affording  its 
members  better  opportunities  for  close  coopera¬ 
tion,  discussion  of  various  phases  of  real  estate 
management,  and  local  control,  the  Governing 
Council  of  The  Institute  of  Real  Estate  Manage¬ 
ment  may,  under  such  rules  and  regulations  as  it 
may  adopt,  establish  such  local  chapters  as  may 
be  deemed  advisable  or  necessary.  These  local 
chapters  shall  be  known  as  “Chapters  of  The  In¬ 
stitute  of  Real  Estate  Management,”  and  each 
shall  be  given  an  identifying  number  in  the  order 
of  their  establishment. 


Section  2.  Upon  the  application  of  not  less  than 
five  members  in  good  standing,  the  Governing 
Council  may  grant  authority  for  the  establishment 
of  local  chapters  with  limits  defined  geographi¬ 
cally  by  the  Governing  Council,  such  authority  to 
continue  at  the  pleasure  of  the  Governing  Council 
and  to  be  revocable  by  the  Governing  Council 
under  such  rules  as  to  quorum  and  vote  as  are 
elsewhere  set  forth  for  the  expulsion  of  a  member. 
Each  such  local  chapter  shall  always  have  not 
less  than  five  resident  members  in  order  to  main¬ 
tain  the  continuity  of  its  existence. 

Section  3.  The  Governing  Council  may,  when 
such  action  is  deemed  expedient  or  desirable,  re¬ 
define  or  divide  the  territorial  jurisdiction  of  any 
local  chapter  for  the  purpose  of  establishing  an 
additional  local  chapter,  providing,  however,  that 
there  shall  in  no  case  be  more  than  one  local  chap¬ 
ter  within  the  corporate  limits  of  any  one  city. 

Section  4.  These  chapters  shall  have  the  right 
to  elect  a  Chairman,  other  officers,  and  committees 
and  to  assess  dues  necessary  for  their  proper  func¬ 
tioning.  The  actions  of  such  local  chapters  shall 
at  all  times  be  subject  to  the  approval  of  the  Gov¬ 
erning  Council  of  The  Institute  of  Real  Estate 
Management  and  shall  at  all  times  remain  subject 
to  the  Constitution  and  By-Laws  of  The  Institute 
of  Real  Estate  Management.  Local  chapters  may 
not  speak  for  The  Institute  of  Real  Estate  Man¬ 
agement  without  prior  specific  authority  from  the 
Governing  Council. 


ARTICLE  XIV 
Meeting*  and  Quorum* 

Section  1.  The  Annual  Meeting  of  The  Insti¬ 
tute  of  Real  Estate  Management  shall  be  held  at 
the  same  time  and  place  as  the  Annual  Meeting  of 
the  National  Association  of  Real  Estate  Boards. 
Other  meetings  may  be  called  by  the  Governing 
Council  from  time  to  time. 

Section  2.  All  meetings  of  The  Institute  of 
Real  Estate  Management  shall  be  open  to  all 
members  of  the  National  Association  of  Real  Es¬ 
tate  Boards,  provided,  however,  that  only  members 
of  The  Institute  of  Real  E.state  Management  shall 
be  entitled  to  the  privileges  of  the  floor,  to  partic¬ 
ipate  in  the  discussions,  to  vote,  or  to  hold  office. 

Section  3.  Those  members  present  after  due 
notice  of  not  less  than  two  weeks  prior  thereto 
shall  constitute  a  quorum  for  any  annual  meeting. 

Section  4.  A  quorum  for  any  special  meeting 
shall  consist  of  sixty  per  cent  of  the  members  in 
good  standing  when  present  either  in  person  or  by 
proxy.  All  members  are  to  be  notified  by  mail  sent 
out  at  least  two  weeks  prior  to  the  date  of  any 
special  meeting  of  any  decisions  to  be  made  at  the 
meeting.  Any  decisions  made  at  a  special  meeting 
without  such  prior  notice  shall  not  be  final  until 
confirmed  at  the  next  annual  meeting  or  at  a  sub¬ 
sequent  special  meeting  following  due  notice  of  the 
action  to  be  considered. 


ARTICLE  XV 
Limitation  of  Liability 

Section  1.  The  National  Association  of  Real 
Estate  Boards  shall  not  assume  any  liability  for 
expenditures  or  commitments  of  The  Institute  of 
Real  Estate  Management  unless  such  expenditures 
or  commitments  shall  first  have  been  approved  by 
the  Board  of  Directors  of  the  National  Association 
of  Real  Estate  Boards. 


ARTICLE  XVI 
Amendment* 

Section  1.  These  By-Laws  may  be  amended  by 
the  Governing  Council  of  The  Institute  of  Real 
E.state  Management  by  a  two-thirds  vote  of  the 
members  present,  provided  thirty  days’  notice  in 
advance  shall  have  been  given  to  all  members  of 
the  intention  to  amend,  together  with  a  written 
copy  of  the  proposed  amendments,  and  provided 
further  that  such  amendments  be  approved  by  the 
Board  of  Directors  of  the  National  Association  of 
Real  Estate  Boards  before  they  become  effective. 


OFFICERS  AND  GOVERNING  COUNCIL 

THE  INSTITUTE  OF  REAL  ESTATE  MANAGEMENT 

of  the 

National  Association  of  Real  Estate  Boards 


HARRY  A.  TAYLOR . President 

520  Main  Street,  Eiast  Orange,  New  Jersey 

J.  W.  MARKEIM . Vice  President,  Central  Atlantic  Region 

Fourth  and  Federal  Streets,  Camden,  New  Jersey 

JAY  HEARIN . Vice  President,  Southeast  Region 

Citrus  Exchange  Building,  Tampa,  Florida 

CARLTON  SCHULTZ . Vice  President,  Great  Lakes  Region 

The  B.  F.  Keith  Building,  Cleveland,  Ohio 

E.  R.  PRICE . Vice  President,  North  Central  Region 

131  South  Seventh  Street,  Minneapolis,  Minnesota 

DELBERT  S.  WENZLICK . Vice  President,  South  Central  Region 

1010  Chestnut  Street,  St.  Louis,  Missouri 

HERBERT  U.  NELSON . Secretary 

22  West  Monroe  Street,  Chicago,  Illinois 

MARK  LEVY  . Treasurer 

22  West  Monroe  Street,  Chicago,  Illinois 

HARRY  GRANT  ATKINSON . Director  of  Activities 

22  West  Monroe  Street,  Chicago,  Illinois 

Governing  Council 

Terra  Expiring  December  31,  1939 

Robert  A.  Cline,  Cincinnati,  Ohio 
Jay  Hearin,  Tampa,  Florida 
J.  W.  Markeim,  Camden,  New  Jersey 
E.  R.  Price,  Minneapolis,  Minnesota 
Delhert  S.  Wenzlick,  St.  Louis,  Missouri 

Term  Expiring  December  31,  1938 
Leo  V.  DuBois,  Cincinnati,  Ohio 
Edward  G.  Hacker,  Lansing,  Michigan 
William  1.  Mirkil,  Philadelphia,  Pennsylvania 
Carlton  Schultz,  Cleveland,  Ohio 

Term  Expiring  December  31,  1937 

Paul  Caspers,  Chicago,  Illinois 
J.  B.  Gillespie,  Nashville,  Tennessee 
Robert  C.  Nordblom,  Boston,  Massachusetts 
Harry  A.  Taylor,  East  Orange,  New  Jersey 

Representing  Board  of  Directors,  N.A.R.E.B. 

Guy  S.  Greene,  Detroit,  Michigan 


Committees 


Admissions  Committee 

Edward  G.  Hacker,  Lansing,  Mich.,  Chairman 
Wm.  I.  Mirkil,  Philadelphia,  Penn. 

C.  Armel  Nutter,  Camden,  N.  J. 

Education  and  Research  Committee 
Henry  T.  Holsman,  Chicago,  Ill.,  Chairman 
James  C.  Downs,  Jr.,  Chicago,  Ill. 

Carlton  Schultz,  Cleveland,  O. 

Morton  G.  Thalhimer,  Richmond,  Va. 

Ethics  and  Discipline  Committee 

Leonard  P.  Reaume,  Detroit,  Mich.,  Chairman 
Leo  V.  DuBois,  Cincinnati,  O. 

Arthur  S.  Kirk,  Des  Moines,  la. 

E.  R.  Price,  Minneapolis.  Minn. 


Publications  Committee 

James  C.  Downs,  Jr.,  Chicago,  III..  Chairman 

Membership  Committee 

Louis  A.  Moses,  Cleveland,  O.,  Chairman 
Jay  Hearin,  Tampa,  Fla. 

J.  W.  Markeim,  Camden,  N.  J. 

E.  R.  Price,  Minneapolis,  Minn. 

Carlton  Schultz,  Cleveland,  O. 

Delbert  S.  Wenzlick,  St.  Louis,  Mo. 
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Membership  Roster 


(As  of  February  I,  1937) 


Members  of  The  Institute  of  Real  Estate  Management: 


1.  Are  actively  and  reputably  engaged,  with  a  good  record,  in  the  business  of  real  estate  manage¬ 
ment. 

2.  Segregate  clients'  funds  in  a  separate  bank  account,  or  accounts,  so  that  they  are  never  co¬ 
mingled  with  funds  belonging  to  the  management  firm. 

3.  Take  no  commissions,  rebates,  discounts,  or  other  benefits,  in  connection  with  the  management 
of  prof>6rty,  on  the  purchase  of  supplies,  equipment,  repairs,  or  other  services,  except  with  the 
knowledge  and  approval  of  the  owners  concerned.  Itemize  any  such  items  clearly  on  the  owner's 
monthly  statement. 

4.  Maintain  Fidelity  Bonds  on  all  officers  and  all  employees  handling  or  accounting  for  clients'  funds. 

5.  Make  no  charges  to  clients'  accounts  until  bills  have  actually  been  paid. 

6.  Are  members  of  Member  Boards,  or  Individual  Members,  of  the  National  Association  of  Real 
Estate  boards. 


CONNECTICUT 

Bristol 

Tracy,  Driscoll  &  Co.,  Inc.,  Hilary  S.  Driscoll _ 

. . . 126  Main  St. 


Hartford 

Aubrey  Maddock,  Aubrey  Maddock. 


.  50  State  St. 


KANSAS 

Topeka 

The  Neiswanger  Investment  Co.,  David  Neiswanger 
. 115  West  Sixth  Ave. 

Wichita 

The  Wheeler,  Kelly,  Hagny  Trust  Co.,  H.  M. 
Sparling . 120  S.  Market  St 


DISTRICT  OF  COLUMBIA 

Washington 

Shannon  &  Luchs  Co.,  Frank  J.  Luchs . 

. 1505  H.  St.,  N.  W. 


Louisville  KENTUCKY 

Goodman  &  Hambleton,  Inc.,  Harry  W.  Goodman 
. 601  Louisviiie  Trust  Bldg. 


Miami  FLORIDA 

The  Keyes  Company,  Kenneth  S.  Keyes . 

. 13  W.  Flagler  St. 

Tampa 

Jay  Hearin,  Inc.,  J.  L.  Hearin . 

. Citrus  Exchange  Bldg. 

West  Palm  Beach 

Wagg,  Inc.,  Aifred  H.  Wagg . 215  S.  Olive  Ave. 


Baltimore  MARY  LAND 

George  M.  Hampson,  George  M.  Hampson . 

. 10  East  Fayette  St 


Boston  MASSACHUSETTS 

Robert  A.  Nordblom  Management  Co.,  Robert  C. 
Nordbiom . 18  Oliver  St 


Atlanta  GEORGIA 

Draper-Owens  Company,  Frank  C.  Owens . 

. 521  Grant  Bldg. 


Chicago  ILLINOIS 

Arthur  Bohnen,  Inc.,  Arthur  Bohnen . 

. 35  East  Wacker  Drive 

Harold  H.  Egan  &  Co.,  Harry  J.  Beeman . 

. 29  S.  La  Salle  St. 

Dayton  Keith  &  Co.,  James  C.  Downs,  Jr . 

. Ill  W.  Monroe  St. 

Parker-Holsman  Company,  Henry  T.  Holsman... 

„ . 1501  E.  57th  St. 

Swan,  Lorish  &  Caspers,  Inc.,  Paul  Caspers . 

_ . 1501  E.  53rd  St. 

Wlrtz,  Haynie  &  Ehrat,  Inc.,  H.  L.  Hendrickson.  . 
. 3160  Sheridan  Rd. 


Detroit  MICHIGAN 

John  A.  Dodds,  John  A.  Dodds.  .808  Park  Ave.  Bldg. 
Hannan  Real  Estate  Exchange,  Inc.,  Guy  S.  Greene 

. 144  Lafayette  Blvd. 

Holden  &  Reaume,  Inc.,  Leonard  P.  Reaume . 

. 2150  Buhl  Bldg 


Flint 

Kellar,  Murphy  &  Van  Campen,  Geo.  C.  Kellar.  . 
. 304  Sherman  Bldg. 

Lansing 

Advance  Realty  Co.,  C.  R.  Stebbins . 

. 804  Prudden  Bldg. 

Edward  G.  Hacker  Co.,  Edward  G.  Hacker . 

. 219  West  Washtenaw  St 


Indianapolis  INDIANA 

Hall-Hottel  Co.,  Inc.,  M.  L.  Hall . 

. 129  E.  Market  St. 

De»  Moines  IOWA 

Chamberlain,  Kirk  &  Co.,  Inc.,  Arthur  S.  Kirk.. 

. . 900  Grand  Ave. 

Merle  O.  Milligan  Co.,  Inc.,  Merle  O.  Milligan.... 
. 310  Fourth  St. 

Ottumwa 

Prank  A.  Hilliard,  Frank  A.  Hilliard . 

. 110  S.  Market  St 


Duluth  MINNESOTA 

The  Harrison  Co.,  Wm.  Harrison,  Jr . 

. 409  Lonsdale  Bldg. 


Hihhing 

The  C.  A.  Nickoloff  Agency,  Inc.,  C.  A.  Nickoloff 
. 2015  Third  Ave. 


Minneapolis 

General  Management  Company,  E.  R.  Price . 

. 131  South  Seventh  St. 

Thorpe  Bros.,  James  R.  Thorpe.. 519  Marquette  Ave. 


Kansas  City  MISSOURI 

W.  V.  Richmond . 114  W.  10th  St. 
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St.  Louis 

Franciscus-Maglnn,  Inc.,  Louis  Maginn . 

. 705  Chestnut  St. 

Real  Estate  Management  Co.,  E.  S.  Miller . 

. 317  N.  nth  St. 

Wenzlick  Sales  &  Management  Org.,  Inc.,  Delbert 
S.  Wenzlick . 1010  Chestnut  St. 

NEW  JERSEY 

Asbury  Park 

T.  Frank  Appleby  Agency,  Inc.,  T.  F.  Appleby... 
. Main  St.  &  Mattison  Ave. 

Atlantic  City 

Isidor  Schmeidler,  Isidor  Schmeidler . 

. 1421  Atlantic  Ave. 

Stanley  Atlantic  Realty  Co.,  Edward  D.  Gottlieb 

. 1516  Atlantic  Ave. 

Camden 

Wm.  M.  Fllnn  Realty  Co.,  Inc.,  Wm.  M.  Fllnn... 
. 5*^9  Market  St. 

Markeim-Chalmers-Ludington,  Inc.,  Harry  Goetz 
. 1 . 4th  &  Federal  Sts. 

Chas.  R.  Myers  &  Co.,  Inc.,  Chas.  R.  Myers . 

. 12  N.  7th  St. 

Nutter  Mortgage  Service,  C.  Armel  Nutter . 

. 101  N.  7th  St. 

Leon  E.  Todd,  Inc.,  Leon  E.  Todd . 

. 2623  Westfield  Ave. 

Ekist  Orange 

Henry  M.  Lesher,  Henry  M.  Lesher . 

. 58  N.  Grove  St.  at  Grove  St.  Sta. 

Frank  H.  Taylor  &  Son,  Inc.,  Harry  A.  Taylor. . 
. 520  Main  St 

Elizabeth 

R.  J.  Kirkland  &  Son,  R.  Mason  Kirkland . 

. 125  Broad  St. 

B.  B.  Miller  &  Company,  B.  B.  Miller.. 215  Broad  St. 

James  Rosensohn,  Inc.,  James  Rosensohn . 

. Hersh  Tower 

Max  Tleger  &  Co.,  Max  Tieger . 207  Broad  St. 

Hackensack 

Rusch  &  Boyd,  Inc.,  Jos.  L,  Rusch . 325  Main  St. 

Ho'Ho-Kus 

Harold  W.  Cheel,  Harold  W.  Cheel . 

. 254  Sheridan  Ave. 

Jersey  City 

Seely  Cade,  Seely  Cade . 26  Journal  Square 

D.  E.  C.  Somers,  D.  E.  C.  Somers... 7 00  Bergen  Ave. 

Mercbantville 

Harry  A.  Willson,  Harry  A.  Willson . 

. Cove  Rd.  &  Wayne  Ave. 

Newark 

Abeles,  Stevens,  Inc.,  Leslie  Stevens. .  .605  Broad  St. 

David  Cronheim,  David  Cronheim . 

. 39  Branford  Place 

Harry  J.  Stevens,  Harry  J.  Stevens.  .478  Central  Ave. 

North  Bergen 

James  Nolan,  Inc.,  James  Nolan . 

. 940  Bergen  Turnpike 

Paterson 

Samuel  P.  Vought  Samuel  P.  Vought _ 7  Smith  St. 

Plainfield 

William  G.  McDowell,  William  G.  McDowell _ 

. 152  North  Ave. 

J.  G.  Mulford,  J.  G.  Mulford . 214  Park  Ave. 

Roselle 

Frederick  J.  Sarg,  Frederick  J.  Sarg . 

. 405  E.  2nd  Ave. 

Teaneck 

Alexander  Summer,  Inc.,  Alexander  Summer . 

. 241  Cedar  Lane 

H.  J.  Tulp,  Inc.,  H.  J.  Tulp . 399  Cedar  Lane 

Union 

New  Suburb  Development  Co.,  Inc.,  L.  S.  Zehn- 
bauer . 998  Stuyvesant  Ave. 

Ventnor  City 

Byron  Jenkins,  Byron  Jenkins, . .  .5209  Atlantic  Ave. 


Westfield 

Elliott  &  Friedrichs,  Inc.,  H.  Clay  Friedrichs.... 
. 108  Elm  St 


NEW  YORK 

New  York 

Herman  A.  Acker  Corp.,  Herman  A.  Acker . 

. 318  E.  Kingsbridge  Road,  Bro 

Clement  E.  Merowit  &  Co.,  Inc.,  Clement  E.  Mer,- 
wit . 60  Gramercy  Park  North 


OHIO 

Cincinnati 

Robt.  A.  Cline,  Inc.,  Robert  A.  Cline . - 

. The  Enquirer  B1 

Theodore  Mayer  &  Bro.,  Carl  A.  Mayer . 

. 1515  1st  Natl.  Bank  B1 

The  Fredk.  A.  Schmidt  Co.,  L.  V.  DuBois. - 

. S.  W.  Cor.  5th  &  Main  Sti, 

The  Title  Guarantee  &  Trust  Co.,  Lewis  A.  Whits 
. . . 7th  &  Walnut 


Cleveland 

Land  Title  Guarantee  &  Trust  Co.,  Louis  A.  Moses 

.  Plain  Dealer  B1 

Carlton  Schultz,  Inc.,  Carlton  Schultz . . 

. The  B.  F.  Keith  Bid 


OKLAHOMA 

Tulsa 

Edward  Watters  Co.,  Edward  Watters . 

. 217  Atco  B1 


OREGON 

Portland 

Con.solidated,  Inc.,  J.  R.  Haight . 

. 408  S.  W.  4th  Ave. 


PENNSYLVANIA 

Philadelphia 

Cambridge  Realty  Co.,  Stewart  M.  Walker . 

. 738  Fidelity-Phlla.  Trust  Bldg.; 

Jos.  J.  &  Reynold  C.  Greenberg,  Inc.,  Reynold  H. 

Greenberg . 17th  &  Sansom 

Albert  M.  Greenfield  &  Co.,  Robert  M.  Wilson.,. 

. Walnut  &  Juniper  Sta 

Heymann  &  Bro.,  F.  A.  Maher . 213  S.  Broad  St 

Jackson-Cross  Company,  Boyd  T,  Barnard . 

. Lincoln-Liberty  Bldg; 

C.  Harry  Johnson,  C.  Harry  Johnson . 

•  •  ••  •  ••••••  P&clc&rd  B1 

william'  'l. '  'Mir'kii  ’  Co.,’  Wilii'a'm'  l'.  ’  Mirkil . 

. 1500  Walnut  St 

Priestman-Helmetag  Co.,  Glyndon  Priestman. 

. 18  West  Chelten  Ave.,  Germanto 

Richard  J.  Seltzer,  Richard  J.  Seltzer . . 

. . 15  th  &  Locust  Sta; 


Wilkes-Barre 

Lewlth  &  Freeman,  Robert  L.  Casper . 

. 428  Miners  Bank  Bldg. 

Williamsport 

Fred  B.  Wetzel,  Inc.,  Fred  B.  Wetzel... 25  W.  3rd 


TENNESSEE 

Memphis 

Percy  Galbreath  &  Son,  Percy  Galbreath . 

. Columbian  Mutual  To 


Nashville 

George  R.  Gillespie  Co.,  Inc.,  J.  B.  Gillespie. ..  - 
. Hitchcock  B1 


TEXAS 

Amarillo 

Askew  &  Brown,  W.  A.  Askew  and  J.  Hal  Browa 
. 605  ^  Taylor 

Wichita  Falls 

A.  C.  Realty  Company,  A.  C.  Estes _ 812  Eighth 

VIRGINIA 

Richmond 

Morton  G.  Thalhimer,  Inc.,  Morton  G.  ThalhlnMl” 
. 1013  E.  Main  r 


WEST  VIRGINIA 

Bluefield 

Easley-Wilson  Co . 


V'.  . 


